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our engineers 





know something 


you should know! 


Your engineers follow modern methods, 
of course. This is why they practice 
“pipe prescription.” It is also why they 
specify Byers Genuine Wrought-Iron 
Pipe for the places where actual service 
demonstrates its superiority. (If they 
don’t practice “pipe prescription,” it’s 
doubly important that you consult with 
them! Your business cannot afford the 
expense of haphazard pipe installation.) 
“Pipe prescription” saves you money 

* * 





and safeguards the reputations of your 
engineers. Choosing the right pipe for 
the right place is “pipe prescription.” 
If you and your engineers have a pipe 
problem, the research facilities of our 
organization are at your service. 

A. M. Byers Company, Pittsburgh, Pa. 


Established 1864. 
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Boiler Drum fabricated 
for The Brown Paper 
Mill, Incorporated, of 
Munroe, Lovisiana. 
This drum is 36” 1. D., 
16’ long and is de- 
signed for 207 Ibs. per 
sq. in. working pres- 
sure. It is insured by 
the Hartford Steam 
Boiler Inspection and 
insurance Company. 














In addition to this book, The 
Babcock & Wilcox Company will 
send, without obligation, a set of 
articles on fusion welding 
written by leading writers for the 
technical press. 


85 LIBERTY ST. 











Fusion Welded 


Power-Boiler Drum 


The illustration above shows the latest development in power 
boilers. All seams of this drum were welded by the new Babcock & 
Wilcox process which consistently produces welds equal to or 
better than A. S. M. E. boiler plate in tensile strength, ductility, 
shock resistance, and ability to withstand repeated applications of 
pressure. 

To provide definite proof of the soundness of the welds in this 
drum every inch of every seam has been explored with a powerful 
X-Ray machine. 

The Company's bulletin Fusion Welding describes in detail the 
‘choracteristics of welds produced by this new technique and shows 
the tests employed to check the soundness of welds in finished 
products. Copies of this publication will be supplied upon request 
.-. simply ask for Bulletin S-10. 


Pending action on the proposed 
A.S. M. E. Code for welded boiler 
drums The Babcock & Wilcox 
Company offers this construction 
only in Non-Code States and 
subject to the appoval of the 
boiler insurance companies. 


THE 


BABCOCK & WILCOX 


COMPANY 


NEW YORK, N.Y. 
G1 

















Pages with the Editors 





“Question: What is considered the most 

important mark of an educated man?—B. 

“ANSWER: He keeps an open mind on 

every question until he has all the evidence 

and then considers this without prejudice.” 
* 


THE above definition of an educated man 
—(which was recently published in the ex- 
cellent newspaper syndicate column of FrRep- 
Eric J. Haskin)—conforms with the ideas 
of the editors of Pusric Utiities Fort- 
NIGHTLY. 

a * 


KNOWLEDGE is based primarily upon facts. 
* * 


“KNOWLEDGE” that is based upon near- 
facts, half-truths, hearsay and guess-work 
must either be substantiated by further evi- 
dence or it is destined to topple of its own 
weight—almost always with disastrous re- 
sults. 

> + 

In the field of economics in general, and 
particularly in that specific field of public 
utility economics with which Pusiic UTILI- 
TIES FORTNIGHTLY deals, facts are not al- 
ways so easily recognized as they are in the 
more exact sciences. 

* * 


A FACT must sometimes be extracted from 





RAY LYMAN WILBUR 
“The public utility commissions seem likely 
to be faced with a common problem that 
may prove to be one of the most difficult 
that has ever fallen to any of them.” 

(SEE Pace 643) 


VI 


a mass of data in much the same way as 
gold must be extracted from crude ore be- 
fore it is usable. 

* * 

THE process involves study and analysis; 
the results are often matters of observation, 
logical reasoning, judgment and opinion— 
and opinions may vary. 

* 


HENCE in the consideration of the regu- 
latory problems that confront the utilities 
and the commissions—problems that involve 
economics, law, finance and politics—presen- 
tations of various and conflicting viewpoints 
are usually informative and illuminating, if 
at times provocative. 

* * 

Pusiic Utiities FortNnicHtty is edited 
for the educated man—for the man whose 
mind is open, whose views are not distorted 
by bias, who is seeking facts as the basis 
of sound opinion. 

~ * 

Osviousty the editors cannot share the 
opinions of all contributors, but they can and 
do invite honest discussion of disputed points 
—provided only that the contributors deal 
with plans, policies and principles, and that 
they avoid personalities that might cause 
affront and thus depart from the standards 
established by this magazine. 

* 


Ray Lyman WItpBur, whose article “A 
New Job for the State Commissions” not 
only points the way for increasing the use- 
fulness of the state regulatory bodies but 
(significantly enough) expresses the attitude 
of the present Admininstration toward the 
much-discussed trend toward the centraliza- 
tion of regulatory authority in Washington, 
is Secretary of the Interior, and a member 
of PresmpENt Hoover’s official family who 
has enjoyed peculiarly intimate relations 
with his chief. 

* * 

Born in Iowa in 1875, Secrerary WIL- 
BUR graduated from Stanford University in 
1896; received his A. M. degree a year later 
and his M. D. degree in 1899; studied 
abroad; returned to acquire his LL. D. and 
Sc. D. degrees, and pursued his academic 
career until he became president of Stan- 
ford University from 1916 to 1929—since 
which date he has been on leave of absence. 

* © 


His long connection with public service 
work, and his special interest in conserva- 
tion projects (he is at present chairman of 


(Continued on page VIII) 
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420 Lexington Avenue 


“Serve the Public 
PELL and TRULY” 


said a utility company executive recently. 


This means: 

Supplying of service technically as good as the most ad- 
vanced standards of the electrical art and our financial 
and human resources can compass; 

Operating so efficiently and intelligently that we may be 
able by improved methods and increased sales to re- 
duce unit costs and consequently from time to time 
lower prices; 

Cenforming our policies and practices to the changing 
needs of our customers as such needs develop; 

Keeping in mind always the social as well as the eco- 
nomic aspects of electricity supply; 

Planning and carrying on our business so that we earn, 
deserve and obtain not alone the respect of the public 
for our companies as businesses, but also the public’s 
good will toward us as servants intrusted with a 
vital job. 


This is the ideal toward which all business should 
strive. It is the ideal toward which the electric 
light and power industry is striving. 


NATIONAL ELECTRIC LIGHT ASSOCIATION 


New York City 
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INGALLS KIMBALL 
“Once pension legislation gets started, the 
utilities will be the next logical point of at- 
tack for rampant Congressmen and _ state 
legislators.” 
(SEE Pace 660) 


the Federal Oil Conservation Board) has 
. given him particular qualifications for dis- 
cussing a timely phase of regulation that 
promises to develop into problems of great 
importance to both the utility industry and 
to the state commissions. 

* * 

INGALLS KIMBALL (whose article “The 
Pension of the Public Service Employee” 
treats of a subject that is becoming of very 
live concern to the railroads in particular 
and to the utilities only to a somewhat lesser 
degree) is the Director of Group An- 
nuities of the Metropolitan Life Insurance 
Company of New York; in that capacity 
he has given long study to the question of 
which he treats in this issue. (See page 660). 

* * 

Arcn D. Scuuttz (whose article “The 
Right of a Utility to Quit” starts on page 
670) is assistant professor of economics at 
Ohio Wesleyan University. 

* * 

EpucaTep at the University of Michigan, 
where he taught economics and from which 
he received his Ph. D. degree in 1930, Dr. 
ScCHULTz spent over two years gathering 
material for a study of the Interstate Com- 
merce Commission, by Professor I. L. 
SHARFMAN; for the past few months he 


has been serving as Director of Research of 

the Ohio Chamber of Commerce, in addi- 
tion to his academic duties. 
+ * 

Francis X. Wetcu (see “Rate Experi- 





PAGES WITH THE EDITORS (continued) 


ARCH D. SCHULTZ 
“The fundamental error of operating at a 
loss any public service properly lies in the 
fact that such operation involves a misuse 
of capital.” 


(SEE Pace 670) 


ments by the Steel Railways,” page 649) is 
contributing editor of this magazine, and 
Joun T. Lampert (whose department “As 
Seen from the Side-lines” is a regular edi- 
torial feature) is a newspaper man of Bos- 
ton. 

* * 

“IT HAVE used the Pusiic Utitities Fort- 
NIGHTLY considerably as a means of keeping 
up to date on public utility matters while 
teaching the subject. The contributions of 
numerous ‘liberal’ writers have, therefore, 
not escaped me and I appreciate the evidence 
which that constitutes of an impartial atti- 
tude on the part of the publication.” 


—M. S. Breckenridge, 
Professor of Law, The University 
of North Carolina. 


* * 


Amonc the noteworthy decisions recorded 
in the “Public Utilities Reports” section of 
this issue of the magazine, are the follow- 


ing: 
x a” 

Space heating gas rates offered to com- 
mercial and apartment buildings have been 
declared discriminatory as against residen- 
tial consumers by the Georgia commission. 
(See page 24.) 

* 

THE next issue of this magazine—which 

will be a special Anniversary Number— 


will be out June 11th. 
—THE Eprrors. 
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Type SB Transformer showing de- 
mountable stud bushings with integral 
solderless connectors. 








a new DISTRIBUTION TRANSFORMER 


for service on lines having 
severe transient voltage conditions 


The new Type s (demountable stud bushing) 
Allis-Chal distr i transformers have low- 
ered both the time and the cost of connecting up 
new transformers and of replacing bushings and 


leads in case of failure. 





Prior to the introduction of the demountable stud 
bushing it was necessary to remove a transformer 
from its installed location and take it to a central 
repair shop to install a new bushing or a new lead. 
The demountable bushing eliminates this necessity 
as it can be quickly installed in the field without 
moving the transformer from its pole or platform. 
Demountable stud bushings and the cable paper 
insulated windings, treated by an impregnating 
process giving improved dielectric characteristics to 
the transformer are two of the electrical and me 


chanical details of the new line of Allis-Chalmers - 


distribution transformers described in Catalog 147. 
Send for your copy today. 


LLIS-CHALMERS MANUFACTURING 


MILWAUKEE, WIS. U.S.A. 








Magnet Wire 
Quality 





ASSACHUSETTS 
AGNET WIRE 


All Sizes 


MASSACHUSETTS ELECTRIC MANUFACTURING Co. 


West Lynn 


Massachusetts 
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Pees An All. SAR Publication 


Ro Oe ail re Business/ 


a “1 €:.. 


Ye. 


ye Oe 
ORPORATE Pracnice 
REVIEW, 3 He ye” 


) 


MAGAZINE which goes each month to &e semen 
whose ,responsibilities entail a knowledge of corporate 
activity and corporate procedure. 


Not too abstruse, not too technical; rather, a practical medium of 
information which gives at first hand the inside working methods of suc- 
cessful corporations, both large and small. 


An all-star publication with such men as General W. W. Atterbury, 
President of the Pennsylvania Railroad; Frank L. Dame, President of The 
North American Company; John E. Zimmermann, President of United Gas 
Improvement Company; J. Edward Meeker, Economist, New York Stock 
Exchange; Francis H. Sisson, Vice-President of the Guaranty Trust Com- 
pany of New York; George E. Roberts, Vice-President of the National 
City Bank of New York; Donaldson Brown, Chairman of the Finance 
Committee of General Motors Corporation, etc., writing for its pages. An 
all-star publication because corporation officers, lawyers of reputation, 
accountants concerned with large operations read and depend upon— 
CORPORATE PRACTICE REVIEW! 


On the assumption that the Review would help meet many of the 
problems arising in your work, we would be glad to send sample copy on 
receipt of the coupon below. Kindly attach coupon to your letterhead. 




















CORPORATE PRACTICE REVIEW, 60 East 42nd Street, New York City. 2 
Gentlemen: , 
Please send me sample issue of your publication. If it seems valuable to me, I will mail check for 
$5.00 covering twelve months’ subscription, but if it does not fit my needs nor interest me, I will return % 
your subscription memo* and there will be no obligation of any sort on my patt. 4 
Name Title areca 
Firm Name... Address P 
I ee ee re ee ee 
City State q 
*N. B.—Subscription memo will not be sent until sample number is mailed. 7 
7 
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Reminders of 


Coming Events AL of A WAC Ke Jj ae 

















= "Ty, A record in railroad transportation was established when New York Central’s “Exposi- 
28 t : 
tion Flyer” completed its first New York-Chicago run in less than twenty hours; 1893. 
29 F Radio telephony demonstrated its commercial possibilities when London transmitted 
to New York an airplane view of the North Pole; 1926. 
30 Sa MICHAEL FARADAY discovered the principle of the dynamo by observing that 
electricity was generated when a wire was moved in the vicinity of a magnet; 1831. 
3 The giant dirigible, “Graf Zeppelin,” arrived at Lakehurst with twenty-two pas- 
I : 
sengers, 3,600 pounds of mail, and one motor car; 1930. 








JUNE RQ. 





The experimental Dublin submarine telegraph was laid; 1852. ROGER BACON 
conceived the idea of transmitting intelligence between distant points; 1600. 





The first 100 miles of tracks of the Union Pacific road were completed; 1866. SIR 
HUMPHREY DAVY first displayed the electric arc; 1809, 





The first long-distance electric power transmission line was employed when power gen- 
erated on the Willamette river lighted Portland, Oregon, 14 miles away; 1889. 





Manufactured gas was regarded as such a curiosity in Philadelphia that a sample was 
preserved as a museum exhibit; 1795. 





The telegraph was employed commercially for the first time when the line between 
Philadelphia and Baltimore was established; 1846, 





The steam turbine was first used as a generator of electric power; 1900. JOSEPH 
HENRY created alternating current from a Leyden jar discharge; 1820. 





The demand for gas light became so widespread that the first gas plant in New York 
state was established in New York city; 1823. 





The 54th Annual Convention of the National Electric Light Association will be € 
called to order at Atlantic City today—June 8, 1931. 








9| Tu 


The birth in England of GEORGE STEPHENSON, destined to become the inventor of 
the steam locomotive, proved to be an historic date in the annals of transportation; 1848. 





10| W 








MUSSCHENBROEK, a German mathematics professor, became a pioneer in the 
development of the electric utilities when he invented the Leyden jar; 1719. 





“Change is not made ‘without inconvenience, even from worse 


to better.” 
—JOHNSON 
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“ON THE FRONTIERS OF SERVICE:” A MURAL 
PAINTING BY ALLEN TRUE, DEPICTING A 
TELEPHONE CONSTRUCTION CREW IN ACTION. 
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A New Job 
for the State Commissions 


Regulation by Interstate Compact 


Asove the clamor of protest against the alleged “interference” of the Fed- 

eral government with state regulation and the purported concentration of 

authority in Washington, rises this call to the ten oil-producing states to 

get together in agreement upon a plan that seeks to avoid Federal con- 

trol. And, significantly enough, it comes from a high official of the 
administration— 


RAY LYMAN WILBUR 
SECRETARY OF THE INTERIOR, AND CHAIRMAN OF THE 
FEDERAL OIL CONSERVATION BOARD 


, \HE public utility commissions 
of ten states out of the forty- 
eight seem likely to be faced 

with a common problem that may 

prove to be one of the most difficult 
that has ever fallen to any of them— 
that of controlling the production of 
oil within their borders. It is a prob- 
lem at which some of them have been 
nibbling for a number of years, which 
some of them have come quite effec- 
tively to control. Certain experience 


643 


has been gained yet the technique has . 
nowhere been perfected. 


NEw step in control of oil pro- 

duction was taken on April 9th 
in Washington. On that date the Oil 
States Advisory Committee, com- 
posed of representatives of the gov- 
ernors of ten oil producing states, ap- 
peared at its own request before the 
Federal Oil Conservation Board. 
This board was created by President 
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Coolidge to study oil problems and is 
composed of four Cabinet members, 
the Secretaries of War, Navy, In- 
terior, and Commerce. In asking for 
a hearing before the board the com- 
mittee stated that its purpose was that 
of “developing plans under which we 
may stabilize the industry.” It had 
passed resolutions looking to that end 
at a previous conference held in Tex- 
arkana, Texas, on March 9th. 

The committee called attention to 
the necessity for the elimination of 
waste of an irreplacable resource, to 
prevention of the threatened forced 
abandonment of hundreds of thou- 
sands of small wells throughout the 
oil producing areas of the United 
States, to preservation of the inde- 
pendent oil producing areas of the 
United States, to preservation of the 
independent oil operator as a com- 
petitive force, thereby avoiding the 
creation of monopoly, and to the pre- 
vention of loss of many millions of 
dollars in tax revenues to the various 
states and to the nation. It cited the 
fact that no individual oil producing 
state, by its own laws, can adequately 
protect the national interest against 
such conditions of overproduction, at- 
tendant waste, and resultant demoral- 
ization of a great industry, as now 
exists, unless the conservation efforts 
of the large producing states shall be 
coordinated. Unless there is curtail- 
ment, it argued, efforts within one 
state may at any time be automatical- 
ly offset and nullified by increased 
flush production in the fields of an- 
other state, to the great damage of the 
areas of old and settled production 
throughout the country. Through 
bitter experience, it stated, the vari- 
ous oil-producing states, have been 


forced to the realization that the con- 
servation authorities of each state 
must give due consideration to the 
general situation in the oil industry 
throughout the United States. With 
such consideration duly given, it said 
the stabilization of the production of 
crude oil within any state is purely a 
problem for solution by that state and 
the industry therein, with such co- 
Operation and advice as may be ren- 
dered by interstate advisory commit- 
tees and with such aid and assistance 
as the Federal government may be 
able to give. 


gw committee had definite pro- 
posals to submit. They came at 
a fortunate time. There has long 
been overproduction in the oil busi- 
ness. So much oil has been produced 
that prices have steadily declined, 
have decreased from around $2 a 
barrel two years ago to prices below 
50 cents a barrel. Discoveries and 
developments have come so fast that 
for the immediate present there is a 
potential daily production several 
times as great as the demand. Un- 
controlled production has meant great 
damage to the industry and incon- 
ceivable waste. 


1L has become a national problem 

because of its universal use yet 

it is produced in but nineteen states. 

Of these nineteen the lion’s share 
comes from three states. 

Last year Texas produced 37 per 
cent of the oil of the nation. The 
oil produced in Texas alone equals 
that produced in all the world com- 
bined outside of the United States. 

Oklahoma produced 25 per cent of 
the nation’s oil and California 24 per 
cent. 
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Thus three states yield over 86 per 
cent. Add to these three four more 
states, Kansas, Arkansas, Louisiana, 
and Wyoming, and we have seven 
states producing 97 per cent of the 
oil. 

All of these and three additional 
states, New Mexico, Ohio, and Col- 
orado, were in the group represented 
on the Oil States Advisory Commit- 
tee. Thus they represented the state 
governments of practically the entire 
oil producing area. 


fin proposal of primary import- 
ance on the part of the commit- 
tee was one that “the legislature of 
each oil producing state be requested 
as rapidly as possible to authorize ne- 
gotiation of an interstate agreement 
for coordination of conservation 
measures, any such agreement being 
subject to ratification by the states.”’ 

The Federal Oil Conservation 
Board gave this recommendation its 
general approval. 

Carrying out this program means 
the drafting of a 10-state compact 
calling for codperative action in con- 
trol of flow from oil wells, and for 
uniform legislation against waste of 
gas and over-drilling. State compacts 
are by no means new. Over fifty of 
them have been authorized for one 
purpose or another, that of the Col- 
orado Basin states which preceded the 
erection of Hoover Dam and the stor- 
age of the Colorado’s flood waters, 
having attracted most attention. 


e 


HE oil producing states, under 

this program, will meet and draft 
an interstate compact which will pro- 
vide for methods of determining re- 
quirements and allocation of produc- 
tion and which will meet the various 
problems in which the states have mu- 
tual concern. When this compact is 
agreed upon it will be submitted to 
the various state legislatures for their 
approval and finally to the United 
States Congress. When these ap- 
provals have been secured it will 
be ready to function, presumably 
through the state public utility bod- 
ies, with some joint codrdinating 
group to protect the national interest. 
Its chief job will be to find out, year 
by year, how much oil will be needed 
and to see that there is fair play 
among the states. It may find, for 
example, that one billion barrels may 
be needed in 1933. It will distribute 
that billion barrels among the states 
on the basis of the best engineering 
and economic information available. 


MB Bcecte ne the detail is yet to be 
worked out it would seem that 
the states would lean most heavily on 
their public utility commissions in 
working out the interstate compact 
and in administering it when it finally 
comes into effect. 


A recommendation of the 
Oil States Advisory Committee 
that was approved by the Federal Oil 
Conservation Board is one to the ef- 


“PRIMARILY, the responsibility for the handling of the oil 
q problem lies with the industry and with the governments 


of the states. 


This administration has no desire 


to concentrate the forces of government in Washington.” 
645 
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fect that “the Federal Oil Conserva- 
tion Board continue its Voluntary 
Committee on Economics, to make 
periodic examinations into the status 
of the oil industry and formulate na- 
tional and regional forecasts of sup- 
ply and demand, and that such fore- 
casts be given due consideration by 
the interstate committee and recom- 
mended, with any necessary modifica- 
tions, to the respective state conserva- 
tion bodies.” 

Such voluntary committees have 
been estimating requirements in this 
way from time to time and have 
shown the practicability of such esti- 
mates. Whether or not this volun- 
tary committee continues to serve this 
purpose or some other agency is 
created to make these requirement 
estimates rests with the framers of 
the interstate compact. This estimate, 
however, is the foundation of subse- 
quent procedure and, therefore, an 
important step in the whole program. 


i Boon manner in which this Volun- 
tary Committee on Economics 
of the Federal Oil Conservation 
Board works may be illustrated by 
reference to its performance of its 
latest task, that of estimating require- 
ments for the present six months be- 
ginning April 1st and ending Septem- 
ber 30th. On March 7th, I appoint- 
ed such a committee consisting of E. 
B. Swanson, Chief Economist, Petro- 
leum Economics Division, United 
States Bureau of Mines, chairman; 
John W. Frey, Bureau of Foreign 
and Domestic Commerce; Martin 
Van Couvering, Petroleum Engineer, 
Los Angeles; Alfred G. White, Na- 
tional Industrial Conference Board, 
New York city; and Howard Ben- 


nette, Western Petroleum Refiners 
Association. 

This committee, after weighing 
every obtainable element that entered 
into the situation concluded that: 

“The domestic demand for gasoline will 

exceed that of the preceding year during 

June, July, and August, and that April, 

May, and September domestic demand will 

not equal the 1930 levels. Domes- 

tic demand during the 1931 period is esti- 
mated by the committee at 228,800,000 bar- 
rels,-an increase of 1.5 per cent over the 
domestic demand of 219,589,000 barrels 
during the same period of the preceding 
year. . The committee estimates that 
gasoline exports from the United States 
during the period under consideration will 
total 29,200,000 barrels, a reduction of ap- 
proximately 5,300,000 barrels from the 
comparable 1930 total of 34,519,000 barrels. 

The summation of domestic and foreign 

requirements indicates that the American 

oil industry, during the period under con- 
sideration, should not anticipate a_ total 

motor fuel demand in excess of 252,000,000 

barrels, a decline of 0.8 per cent from the 

a 1930 figure of 254,108,000 bar- 

rels.” 

EIGHING the various probable 

demands the committee conclud- 
ed that the nation would need to pro- 
duce from its wells in this six months 
461,434,000 barrels of crude oil. If 
equitably destributed, the committee 
said, that oil could be produced as 
follows: 

Texas, 162,641,000 barrels, or 
35.25 per cent; Oklahoma, 113,340,- 
000 barrels, or 24.56 per cent; Cali- 
fornia, 96,624,000 barrels, or 20.94 
per cent; all others 88,829,000 bar- 
rels, or 19.25 per cent. 

Thus it would seem that a volun- 
tary committee is giving a practical 
example of what will later be required 
of an official committee. 

When necessary production has 
been determined and when that pro- 
duction has been allotted among the 
states, there will remain the final not- 


over-easy task of administering the 
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The States May Lean Upon Their Utility Commissions in 
Working Out and Administering the Interstate Pact 


ae HE oil producing states, under this pro- 
gram, will meet and draft an interstate 
compact which will provide for methods of 
determining requirements and allocation of 
production and which will meet the various 
problems in which the states have mutual con- 
When this compact is agreed upon 
. . 4t will be ready to function, presuma- 
bly through the state public utility bodies.” 


cern. 








production within the several states. 

If a state is capable of producing 
ten times as much oil as is allocated 
to it the demand for shares in that 
production on the part of the differ- 
ent owners of oil fields and oil wells 
will, of necessity, be intense. 

Allocating that production among 
the oil people will logically and nat- 
urally fall to the lot of utility com- 
missions. 


.. wy recommendation that the 
Oil States Advisory Committee 
made had in mind a makeshift for in- 
fluencing the problem of oil produc- 
tion and allocation pending the neces- 
sary steps in establishing an authori- 
tative and permanent agency. It said 
that “pending the working out of 
such a compact, an advisory commit- 
tee, representing the several oil pro- 
ducing states, continue to function as 
a liaison and fact-finding body, to 
present to the conservation authorities 
of the various states, at such times as 
may be deemed necessary, recom- 
mendations for more effective co- 
Operation as between the states.” 
This contemplates the continuance 


until other machinery can be estab- 
lished of the present Oil States Ad- 
visory Committee. 


, + another respect in which the 
Oil States Advisory Committee 
is in entire accord with Federal au- 
thorities is its recommendation that, 
in the future, under organized control 
of production, all new fields be de- 
veloped on the unit operation plan 
following the scheme worked out, 
largely through government pressure, 
at the Kettleman Hills field in Cali- 
fornia, but privately applied also 
elsewhere. This unit plan for de- 
veloping and producing oil fields has 
long been a favorite theme of the oil 
conservationists and its application to 
new fields would mean much to the 
oil industry of the future. As a mat- 
ter of fact the limitation of produc- 
tion by the states will tend toward 
unit operation and, therefore, will 
exercise a tremendous influence 
toward the avoidance of waste. 

Each of these steps presents prob- 
lems that are vital, dynamic, and al- 
most without precedent of compara- 
ble magnitude. The problems in- 
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volved are more closely akin to those 
handled by public utility commissions 
than any other agencies of govern- 
ment, although the oil production 
business is not a public utility and 
there is no intent in the Advisory 
Committee’s plans to make it one. 
Since an organization is to be created 
for cooperative action that is the 
creature of ten states, it is assumed 
that efforts will be made to bring 
about uniformity of action among 
those states. ‘ 


se steps now being taken by in- 
dividual states looking to a con- 
trol of oil production are quite with- 
out any degree of uniformity. In 
California, for example, the state-ex- 
ercises pressure under a law which 
aims at the conservation of gas, ad- 
ministered by a director of natural re- 
sources and a supervisor. In Texas 
the regulation of production falls 
under the railroad commission. In 
Oklahoma regulation finds its basis in 
a 16-year-old law which created an oil 
and gas department of the corpora- 
tion commission. 

The sum total of result in this sit- 
uation will be that the states shall 
exert their authority to regulate oil 
production, that they shall themselves 
be responsible for holding production 
down to the point which will prevent 
waste, and that working out this de- 
tail of control will logically lead 
toward unit operation and practical 
conservation. Arrival at that conclu- 
sion and preparation for making it a 
reality is obviously the most direct 
approach to a solution of the domi- 
nant oil problem that has been made. 

Much of this can be traced back to 
1929, when I had been in office but 


a few weeks. Producers of oil assem- 
bled in convention in Houston, Texas, 
passed resolutions which proposed 
that oil production for 1929 be lim- 
ited by them to that of 1928. They 
came to Washington and asked the 
approval of the Federal Oil Conserva- 
tion Board to this plan for action by 
the industry to limit production. 
That board asked the Attorney Gen- 
eral if it had the authority to grant 
such an approval. The Attorney Gen- 
eral said that the board had no such 
powers and that the request would 
not have been made had those making 
it not realized that “under existing 
laws such an agreement could not 
safely be made without the sanction 
of some official of the United States 
. . . .” The producers’ way out 
was thus blocked. 

It was at this time that the Federal 
Oil Conservation Board suggested 
that the proper approach to limitation 
lay through state action. 

In June of the same year a confer- 
ence on oil production was held in 
Colorado Springs and in speaking to 
it I said: 

“The oil industry faces a difficult and 
complicated situation which can only be 
met by a spirit of codperation. Primarily, 
the responsibility for the handling of this 
oil problem lies with the industry and with 
the governments of the states. The posi- 
tion of the Federal government is not to 
interfere with the rights and duties of the 
local state governments but to lend such 
aid as it can and to participate in the solu- 
tion of the problems. This administration 
has no desire to concentrate the forces of 
government in Washington. It has every 
desire to codperate with the states.” 

The industry and the states were 
not at that time ready to come to this 
view of the problem but the experi- 
ence of the past two years has demon- 
strated its soundness, and they are 
now ready to act. 
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Rate Experiments 
by the Street Railways 


THE problem of the railway utilities is not how to limit their earnings 

to the sum prescribed by the commissions, but how to operate at any 

profit at all. That the cost of a ride has a direct bearing upon the 

revenues of a company is demonstrated by the efforts which are being 

made—some of them successfully—to attract passengers and thereby 
pay dividends. 


By FRANCIS X. WELCH 


HAT makes car barns half 
full of cars between 10 in 
the morning and 4 in the 


afternoon? 

The answer is easy; no business. 
The same barns are empty during the 
rush hours. Every available car is 
out on the tracks helping to handle 
the peak business. Everybody knows 
that. 

There, in the proverbial nutshell, is 
the problem that has caused street car 
executives to scratch their heads ever 
since the automobile began to take its 
heavy toll of the companies’ pleasure 
and off-peak passenger business. 


ve few, if any, large traction 
companies are complaining about 
the loss of peak business. Most of 
them have all the peak passengers 
they can handle. Many companies 
have more than they can handle com- 
fortably. If this be doubted let the 
doubtful one try to get a seat on a 


street car during rush hours in any 
large American city. 

What the American car companies 
need today is not more straphangers, 
but more benchwarmers—shoppers, 
pleasure riders, short-haul passengers 
—in fact any patronage that will 
make some use of the white elephants 
now parked in the car barns from 10 
A. M. to4 P. M. 

When these views were related to 
the officer of a citizen’s association in 
Washington, D. C., sometime ago, he 
sought to demolish the contention 
with a single shaft. 

“Ts it not true,” he challenged, 
“that the saying, ‘the straphanger 
pays the dividends,’ has become al- 
most axiomatic in regulation circles? 
Come now, answer me that definitely ; 
no quibbling.” 

It is to be supposed that if one were 
to answer that dividends on common 
stock of traction companies have be- 
come almost mythical, he would be 


, 
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accused of quibbling, so let us move 
on to broader ground. It is quite true 
that the saying in question has re- 
ceived wide acceptance but its sound- 
ness is still subject to close scrutiny. 


£ i= straphanger is necessarily a 
man of the hour—the rush hour. 
He uses the car to go to work at 8:30 
A. M. and to return when his work 
is finished—about the same time when 
everybody else is using the cars. That 
is why he contributes to the capacity 
or peak load of the street railway. 
It is for this peak load that the com- 
pany must furnish its full strength of 
equipment. It is for this peak load 
that an adequate amount of labor that 
is otherwise engaged in split shifts 
and meaningless cruising must be em- 
ployed. It is this peak load that meas- 
ures the extent of the companies oper- 
ating expenses. 

It would add scarcely anything to 
the operating costs of the average 
railway to haul six times the load of 
passengers it is now handling on an 
average between 10 a. m. and 4 P. m. 
On the other hand, augment the peak 
load of this same utility by as much 
as 50 per cent and immediately more 
cars, more power, more men, more of 
everything would be needed. 

Emphatically the straphanger does 
not pay the dividends; first, because 
there are no dividends paid; secondly, 
because he is, as an individual, next 
to the most expensive type of passen- 
ger carried. 

This last statement naturally raises 
the question—what is the most ex- 
pensive type of passenger carried? 

He is Mr. Casual User, a gentle- 
man who patronizes the traction sys- 
tem only on rainy days, cold days, 


when his car is out of repair, or when 
it is unsafe for him to drive, such as 
an icy morning. Mr. Casual User, 
of course, augments the usual peak 
load. He is the principal reason why 
street car companies maintain emer- 
gency equipment for _ inclement 
weather. He may not ride the cars 
again for one or two months, but the 
law compels the companies to have 
facilities at the command of Mr. 
Casual User whenever he feels in- 
clined to patronize the service. 


M r. Casual User has his prototype 
in other forms of utility serv- 
ice—gas, electric, and water service. 
As a patron of these utilities he is 
represented by the seasonal consumer, 
the patron who is only home half of 
the time and the intermittent custom- 
er generally. It costs gas, electric, 
and water companies just as much 
to stand ready to serve Mr. Casual 
User as it does to serve more steady 
patrons. Spokesmen for the New 
York Edison recently showed the 
New York commission that it costs 
that company $1.17 a month to be 
ready to serve each domestic custom- 
er—and this before a flicker of elec- 
tricity passes through the meter. 
Similar fixed customer costs obtain 
in the gas and water utility business. 
But these companies have a handy 
way of dealing with Mr. Casual User. 
They have the monthly readiness-to- 
serve charge or, if expedient, they 
may adopt the practice of camouflag- 
ing such costs in a minimum monthly 
charge. In any event, such utilities 
have a practical means of requiring 
Mr. Casual User to pay in proportion 
to the added cost of serving him as 
long as he is connected to the utility’s 
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mains, lines, or physical extensions. 

Here is where the traction com- 
panies, as usual, get a nasty blow 
from fate. They cannot levy a serv- 
ice charge or a minimum charge on 
Mr. Casual User. It is obviously im- 
possible to collect from citizens any 
specific sum for the readiness of the 
local traction company to transport 
them if they do not care to use the 
service. 


he was with full recognition of this 
difficulty that the street car com- 
panies and state commissions many 
years ago evolved the idea of token 
or ticket sales, now in practice in al- 
most all large cities. Mr. Casual 
User is charged a cash fare for a sin- 
gle ride of say, 10 cents. His neigh- 
bor, Mr. Straphanger, is given the op- 
portunity of purchasing a card of 
seven tickets for 50 cents or some 
such quantity reduction. 

There is no dispute as to the legal 
or economic soundness of this princi- 
ple which has become so universally 
adopted. The big problem confront- 
ing the street railways today is how 
to carry the principle still further and 
give Mr. Off-Peak Rider a rate ad- 
vantage over Mr. Straphanger. We 
have seen that while Mr. Casual Rider 
is the most expensive passenger, Mr. 
Straphanger is a close second, while 


our friend Mr. Off-Peak is the cheap- 
est; in fact his fare under modern 
conditions is almost all net revenue. 

There is also some doubt as to 
whether the ticket system alone has 
caused many converts from the casual 
user class to the steady patron class. 
Mr. Casual User is a thrifty soul and 
a smart one too; that is shown by his 
sagacity in leaving his nice new coupe 
in the garage on mornings when he 
might break it up and his neck in the 
bargain by attempting to drive over 
icy streets. It is not surprising to 
find that Mr. Casual User usually in- 
vests in a set of tickets, knowing that 
ultimately he will use them all even 
on his casual trips. 

It was to prevent this manoeuver 
that the weekly pass was devised. 


8 te weekly pass, like the ticket 
system, is now well known rate 
history. It was first used with ques- 
tionable success in Racine, Wisconsin, 
in 1919. Many other companies have 
used it with varied success, but it is 
not a prevalent form of rate. It has 
its merits and its demerits; it is bound 
to cause an argument whenever it is 
brought up before a gathering of 
street railway men from different sec- 
tions. 

But we must recognize in the week- 
ly pass, the effort to frustrate the 


He is Mr. Casual User, a gentleman who patronizes the 


q “WHAT is the most expensive type of passenger carried? 


traction system only on rainy days, cold days, when his car 
is out of repair, or when it is unsafe for him to drive, 


such as an icy morning. 


He may not ride the 


cars again for one or two months, but the law compels the 
companies to have facilities at the command of Mr. Casual 
User whenever he feels inclined to patronize the service.” 
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thrift of Mr. Casual User, to give 
Mr. Straphanger a fair reduction, and 
to reward our friend Mr. Off-Peak 
for his timely patronage. Unques- 
tionably, the weekly pass is suscep- 
tible to much abuse. It is sold to 
patrons for somewhere around a dol- 
lar and gives him the privilege of 
riding to his heart’s content during 
that week without further bother for 
change or tokens. Mr. Casual User 
must now pay a full cash fare. 


o Bs theory of the weekly pass is 
# that, with the exception of ho- 
boes and retired capitalists, few of 
us have any time to ride to our heart’s 
content. The hobo does not frequent- 
ly have a dollar and the capitalist does 
not frequently ride the street car, so 
these two classes of citizens are 
eliminated from serious considera- 
tion. The average car rider has some 
place definite to go every day, be it 
work or school or a pinochle club. 
Multiplying the round trip by the six 
business days of the week we have 
twelve rides for a dollar—a fairly 
equal average to the revenue that is 
usually raised from Mr. Straphanger 
from the ticket system. 


7 big objection to the pass is 
the possible abuse through trans- 
ferring between customers. 

Of course, the companies can make 
a rule that such passes are not to be 
transferred, but that has generally 
been given up as hopeless. A com- 
pany usually finds it about as easy to 
enforce such a rule as the government 
has found out about the Eighteenth 
Amendment. Most companies per- 
mit the transfer of the pass by the 
customer while he is not on the car. 
Imagine the embarrassment, however, 


of a company in Terre Haute, In- 
diana, when it discovered that many 
patrons passed the pass out of the car 
window to prospective customers 
waiting on the street corners! There 
was evidence that the same passes 
were used in this way as often as six 
or eight times on the same trip. 

With these shortcomings in mind 
it is up to the street railways to de- 
cide whether more money will be lost 
from such possible abuses than gained 
from the encouragement of steady 
patronage. A considerable number 
of companies use the pass with ap- 
parent success but the vast majority 
of companies have been a bit dubious 
about putting it into effect. 


gprs brings our brief car fare his- 
tory practically down to date. 
Recently, however, new and radical 
ideas have been put into effect and 
still newer and more radical ideas are 
in the offing. We have seen that what 
the street car companies really need 
by way of relief is a plan to stimulate 
off-peak patronage. It is with this 
end in view that two very definite 
noble experiments are now in prog- 
ress. 

The first experiment is in St. Louis, 
the second is in Cleveland. 

But let us not consider these cases 
as peculiar to St. Louis or to Cleve- 
land; let us look at them in the 
broader light of attempts to stimulate 
off-peak business—a traction problem 
by no means peculiar to either of the 
two cities mentioned. 


HE St. Louis experiment was put 
into effect on the street railway 
system at the suggestion and subse- 
quent order of the Missouri Public 
Service Commission, August 26, 
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The Problem Is Not How to Handle Peak Loads, but 
How to Keep the Cars Moving at Other Times 


“7 Tery few, if any, large traction com- 
panies are complaining about the loss 
of peak business. Most of them have all the 
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benchwarmers — shoppers, pleasure riders, 
short-haul passengers—in fact any patronage 
that will make some use of the white elephants 
now parked in the car barns from 10 a. M. 





to 4 Pp. M.” 





1929. We will just run over briefly 
the mechanics of the plan and then 
discuss the results to date and specu- 
late about its future. Under the new 
plan, the street railway sells, each 
week, a neat little book for $1. The 
book contains twelve detachable tick- 
ets and a stub. 

Bear in mind that stub. Around 
that stub centers the most important 
part of the plan. The books are good 
only for the current week. The books 
for the following week are printed in 
a different color to avoid confusion. 

Now, what can the purchaser of 
this dollar-a-dozen book do with it? 

Well, the single cash fare—the fare 
for Mr. Casual Rider—is 10 cents. 
So we see that the buyer of a book 
immediately has an advantage of 20 
cents on the dollar over an equal num- 
ber of casual rides. But suppose he 
takes sick in the middle of the week 
and only uses half of the tickets. He 
receives a refund on the unused tick- 
etc. This is easy. He can cash the 
unused book by surrendering it on 
any street car at any time. It would 


never do, of course, to penalize Mr. 
Straphanger in such an event. The 
amount of the refund varies accord- 
ing to the number of unused tickets. 
If he has only used one ticket, his 
refund is 90 cents—a_ reparation 
rate of 10 cents a ticket. If he has 
used all but one ticket he only gets 
3 cents back. This sounds rather 
complicated but it is all down in black 
and white or black and pink or what- 
ever other color the book is printed 
on, so that the customer knows ex- 
actly what to expect and certainly the 
refund rate is fair enough. 


B” the most important part of the 
plan is yet to come. Suppose 
the buyer wants to ride more than 
twelve times during the week? 

There is where the stub comes into 
play. After he has used up his dozen 
tickets, the bearer can ride all the 
rest of the week for 5 cents a ride 
by merely exhibiting the stubs. 

A street car ride for a nickel! Just 
think of it in this day and age! Now, 
if only something could be done about 
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a good 5-cent cigar and the good old 
5-cent stein of— 

Well, to get back to the street car 
business, what is the purpose of this 
ride for a nickel? How can the com- 
pany afford it? 


W: have already observed that the 
average number of street car 
rides that Mr. Straphanger takes is 
twelve a week; a round trip each day 
multiplied by the number of days he 
goes to his job, which is six. If Mr. 
Straphanger takes more rides than 
twelve, therefore, it is almost neces- 
sarily an off-peak ride, occurring 
either during the social hours of the 
evening or during his free time Sat- 
urday afternoon or Sunday. Thus 
Mr. Straphanger is converted into an 
off-peak rider by the lure of the nickel 
ride, while the nickel itself, as we 
have seen, is most likely to be a “‘vel- 
vet” addition to the company’s reve- 
nues, since the utility is required to 
operate cars during off-peak hours 
whether they are empty or full. 

At first there was some talk about 
making the book nontransferable, but 
there the commission ran up against 
the same old objection as to the im- 
practicability of enforcing such a rule 
as it has with the weekly pass, and 
accordingly the book is now trans- 
ferable. So if Mr. Straphanger takes 
sick and cannot go to work some 
morning, Straphanger, Jr., can use 
daddy’s book to go to school and back 
without question. 


pre eget the same rule of 
peak transportation that makes 
the carrier’s load so uneven is respon- 
sible for preventing, to a great extent, 
any considerable abuse of the book 
through transferring it. The rule is 


that we all leave from one point dur- 
ing the same hour for another point, 
be it work, school, or pinochle club, 
and there we stay until we return— 
also during a uniform hour. If one 
half of us rode to work at the time 
when the other half is returning, we 
might “swap” our books and cash 
heavily against the company but such 
is not the case—the law of peak de- 
mand prevents off-peak abuse. 

Of course, the book is not trans- 
ferable during the same trip. Mr. 
Straphanger could not take his five 
sons and six daughters with him on 
the morning he buys the book, ex- 
hausting it with one fell swoop and 
riding on the stub for a nickel the 
rest of the week. No; the holder of 
the book may use only one ticket or 
passenger permit at a time. A second 
or third passenger with him must 
either pay the 10-cent cash fare or 
buy books for themselves. 


S° much for the St. Louis plan. It 
sounds rather complicated, but as 
the ancient darky hack driver used to 
say about Baltimore city’s winding 
maze of streets, “hit’s all very plain 
when yo’ knows all about hit,” and if 
the results so far obtained constitute 
good evidence, the St. Louis car rid- 
ers have mastered the details very 
quickly. 

Let us look over these results. Let 
us not dally with a mere mess of 
figures. Statistics are not supposed 
to lie but neither do they seem to 
prove anything very definitely. Opin- 
ions are more easily understood. Let 
us take the opinions of three central 
figures in the St. Louis car fare ex- 
periment—the Missouri commission, 
the St. Louis Public Service Com- 
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pany, and, last but not least, the very 
spirit of St. Louis itself, Julius T. 
Muench, city counselor par excellence. 


I N so much as the experiment is still 
an experiment it is obviously not 
to be expected that the members of 
the Missouri commission could very 
diplomatically comment at this time 
on the success of the plan. It may 
yet come before that tribunal for final 
determination. It would be no vio- 
lation of confidence, however, for the 
author to say that one member of the 
commission has personally observed 
that he recalls no street railway fare 
increase that has been accepted with 
less public resistance. 

What has the company to say 
about the matter? Here again the 
author is bound by promises of con- 
fidence for much interesting informa- 
tion that might be misinterpreted to 
the possible embarrassment of this 
utility which has demonstrated so 
clearly its willingness to try anything 
once for the good of the ratepayer 
and the betterment of its own service. 

In substance, one official says that 
the new fare was made with great 
approval by the constant users of the 
service such as city salesmen, col- 
lectors, messengers, and also patrons 
who live outside of the single fare 


e 


zone and can thus use up their book 
by the middle of the week by paying 
two or more tickets each trip. The 
off-peak business, however, does not 
seem to have developed as well as 
might be expected. In fact for a 
short while it appears to have even 
fallen off more than ever. This busi- 
ness is slowly coming back however, 
and whether it will ultimately go 
above the record of such business be- 
fore the rate revision can only be 
shown by continued operation. 


V Je will take the liberty of quot- 

ing one more remark of our 
friend of the St. Louis Public Serv- 
ice Company. He says: 

“The new type of fare is rather com- 
plicated both from an operating and from 
an accounting standpoint. However, in 
spite of all its weaknesses, it must be ad- 
mitted that the new fare schedule enabled 
this company to put into effect the 10-cent 
cash fare with practically no opposition on 
the part of the car riding public.” 

This statement should make a great 
many street railway executives who 
are contemplating fare increases (and 
what executive is not?) think hard. 
The total increase from this plan to 
the utility was from an average fare 
of 7.9 cents a passenger to an average 
fare of 8.6 cents, not only without a 
murmur of public protest, but with 
the express approval of city authori- 


hanger takes is twelve a week; a round trip each day multi- 


q “THE average number of street car rides that Mr. Strap- 


plied by the number of days he goes to his job, which is 
six. If Mr. Straphanger takes more rides than twelve, 
therefore, it is almost necessarily an off-peak ride, occur- 
ring either during the social hours of the evening or during 
his free time Saturday afternoon or Sunday. Thus Mr. 
Straphanger is converted into an off-peak rider by the lure 


of the nickel ride.” 
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ties! Aside from the point as to 
whether the nice theories about off- 
peak stimulation ever materialize, the 
plan is certainly worth consideration 
as a smart business move and a mas- 
ter stroke for good public relations. 


6é ES—but what about the gross 

business?” asks the cynic. 
“The seven tenths of a cent average 
increase per passenger may be well 
enough provided a greater or at least 
an equal number of passengers ride. 
What about that?” 

To answer this question let us ask 
W. B. Weisenburger, president of the 
St. Louis Chamber of Commerce. 

According to the figures given out 
by his organization, the street rail- 
way, during the last quarter of 1929 
—which was the first quarter the plan 
was in effect—made 1,436,954 trips 
and carried 55,289,864 passengers. 
This is favorable when compared 
with the record for the preceding 
quarter year when 1,413,742 trips 
were made carrying 53,139,288 pas- 
sengers, but it is not so favorable 
when compared with the record for 
the last quarter of 1928 when 
1,428,668 trips were made carrying 
58,765,808 passengers. 

But there we go getting into figures 
again. Suffice it to say that the new 
business has not been startling, but 
that the gross revenue of the com- 
pany has apparently increased under 
the new plan. 


HE attitude of the city was clear- 

ly set forth by City Counselor 
Julius T. Muench in the August 21, 
1930, issue of Pusiic UTILITIES 
ForTNIGHTLY. He is very very much 
in favor of the plan, and claims that, 
so far, it is a great success. He con- 


demns the company for not adopting 
it sooner and gives J. H. Porter of 
the Missouri commission and R. E. 
Duffy, one of the commission’s engi- 
neers, credit for formulating the plan. 

When all is summed up, the plan 
seems theoretically sound and, so far, 
generally successful although disap- 
pointing in some particulars. The ex- 
periment should be watched carefully 
for out of it may develop a system 
for putting many of our street cars 
back on their feet or wheels. 


N™ let us move on to Cleveland. 
The Cleveland experiment is 
not so complicated as the St. Louis 
experiment; in fact, simplicity seems 
to be its greatest charm. By its sim- 
plicity it will stand or fall. By its 
simplicity it will come to be known 
and loved among car riders or else— 

The plan and its results were care- 
fully and clearly outlined by Presi- 
dent Joseph H. Alexander of the 
Cleveland Railway Company in the 
December 11, 1930, issue of Pusiic 
Uti.ities FortNiGHTLy. In a word 
it amounts to this; a ride in a re- 
stricted downtown zone for the price 
of a postage stamp—2 cents. 

The theory of the company is that 
it can compete with the private auto- 
mobile most successfully on short 
hauls, rather than long hauls in con- 
gested districts where cars run with 
as small a headway as one minute. 

Mr. Alexander has told us that the 
2-cent plan did not quite pay for 
itself, running a deficit of $30 a day 
once the immediate transition period 
was passed. To avoid this the rate 
has recently been raised to 3 cents 
and the zones have been increased. 
But even these results are very en- 
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couraging. Apparently the company 
is on the right track at last. It will 
need considerable experiment and ad- 
justment to bring the application of 
the principle to the maximum degree 
of efficiency and profit. Mr. Alex- 
ander intimates he would rather carry 
12,000 passengers at a 2-cent fare, 
than 3,000 passengers at an 8-cent 
fare. Surely the more people that 
ride the cars, the more firm will be 
the foundation of the company’s serv- 
ice in its community. 

The 2-cent, or rather the 3-cent, 
Cleveland rate, is enforced by a 
pay-as-you-leave collection system. 
Patrons who board a car downtown 
may leave the car for 3 cents 
within the zone limits; beyond that 
they must pay a full fare. No time 
limitation is imposed on the rate. 
The old law of peak demand takes 
care of that. The 3-cent rate does 
not complicate the rush hour be- 
cause during that period everyone is 
going from his home to the down- 
town districts or vice versa. The 


rush hour is emphatically a long haul 
hour. Very few patrons are making 
short haul trips during that particu- 
lar period. 


I’ may be said that the street rail- 
way industry, generally, is strug- 
gling heroically to win out in the 
gravest crisis of its existence. It is 
beginning to experiment with rate re- 
visions that will distribute its load 
more evenly. The very nature of its 
service subjects it to the mercy of 
peak loads more radically than any 
other utility service. We will proba- 
bly witness many more attempts to 
level off these jagged peaks. There is 
talk of shoppers’ passes, good be- 
tween the hours of 10 a. m. and 3:30 
p.M. There is talk of “social engage- 
ment passes,’ good from 8 P. Mo. un- 
til rush hour the next morning. 

Maybe some one or all or a com- 
bination of these experiments will be 
successful; it is the brightest hope to- 
day for a prosperous future in the 
traction business. . 





America’s First Speed Law 


HE traffic congestion that is proving to be such a serious 

handicap to the street railway and bus utility services today, 
and which has literally “slowed down to a walk” the movement 
of vehicles in the crowded areas of our cities, is merely reverting 
to speed laws that prevailed in the pre-Revolutionary days. In 
those days, however, the speed laws were enacted by the legis- 
lators rather than by the transportation conditions that prevail 
today. What is reputed to be the earliest speed law in this coun- 
try was enacted in Boston in 1757; it reads as follows: 


“Coaches, sleighs, chairs, and other carriages shall 
not be driven through the streets faster than a walking 
pace—or interfere with the Sabbath worship. 

“A fine of ten shillings will be exacted from the mas- 
ter of the slave or servant so driving.” 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


ARTHUR BRISBANE 
Editorial writer. 


Sir Georce PaisH 
English economist. 


Major GENERAL T. Q. ASHBURN 
Chairman, Inland Waterways 
Corporation. 


Grorce R. GRANT 
General Attorney, New England 
Telephone and Telegraph 
Company. 


L. E. MUNTWYLER 
Manager of general traffic, Mont- 
gomery Ward and Company. 


“TOUCHSTONE” 
Magazine columnist. 


L. J. Dickinson 
United States Senator 
from Iowa. 


Henry C. ATWILL 
Chairman, Massachusetts Depart- 
ment of Public Utilities. 


MEtvin A. TRAYLOR 
President, First National Bank, 
Chicago. 


—MONTAIGNE 


“Every telephone call saves time and time is all that 
we have.” 


* 


“The way to fight communism is to make the world 
more prosperous.” 


¥ 


“Railroads, while living in glass houses, have been 
caught throwing stones.” 


> 


“No utility can long perform its duties to the public 
unless it also performs its duties to its stockholders.” 


e 
“It would be wiser to let the motor truck companies 
first find their place in the sphere of business before 
we hamper their growth with regulation.” 


> 


“There are three kinds of gas rates in my experience: 
(1) Traditional; (2) Class; (3) Promotional. Frank- 
ly the first and second give me a severe pain in the 
neck.” 


¥ 


“A definite effort should be made to devise a joint 
state and government supervisory policy whereby the 
public interest would be protected against the power 
organizations of the country.” 


* 


“IT think that all of our Massachusetts companies, 
with the exception of street railways, which have been 
dying out, petering out, are worth in excess of the par 
value of their stock and bonds. I think that is a pretty 
safe thing to say.” 

> 


“Prosperity cannot return if utility credit is de- 
stroyed and utility development is retarded. If abuses 
have taken place, let them be dealt with, but let us not 
destroy the industry to punish a few.” 
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Girrorp PINCHOT 
Governor of Pennsylvania. 


Cuar.es T. Cates, Jr. 
General Counsel, Tennessee 
Public Service Company. 


L. H. Rossins 
Columnist. 


Apert C. RITCHIE 
Governor of Maryland. 


Epwarp N. NockKELs 
Legislative representative, Ameri- 
can Federation of Labor, 


Donatp R. RICHBERG 
Chicago Attorney. 


Gen. W. W. ATTERBURY 
President, Pennsylvania Railroad. 


“If all existing engineering organizations actually pre- 
vent, as I am informed they do, engineering discus- 
sions of distribution costs and service, doubtless a free 
people will find some means of making up for their 
neglect.” 


> 


“The supplanting of privately owned utilities with 
publicly owned utilities not only deprives the state and 
the cities of taxes directly paid by these utilities, but 
also the taxes paid by security owners on bond interest 
and stock dividends.” 


* 


“Samuel Morse, when a professor at New York 
University, founded the Greenwich Village art colony. 
Then, as if foreseeing that its young denizens would 
need desperately to wire home for funds from time 
to time, he invented the telegraph.” 


* 


“Local issues differing in different localities cannot 
be solved by a Federal yardstick applying uniformly 
everywhere. They can only be settled locally. A peo- 
ple alert for the common good ought to regard local 
self-government as a fixed national policy and issue.” 


> 


“We have the same man, and same group of power- 
ful corporations trying to control the production and 
distribution of electrical energy—for power, heat, trans- 
portation, light, and a thousand other uses—to control 
our broadcasting, our radio telephony, and radio tele- 
graph both at home and abroad, and to control our 
international finances.” 


- 


“We are at the present time faced with the fact that 
there are enormous investments in privately owned pub- 
lic utilities and that a widespread and complicated sys- 
tem of private ownership and public control is woven 
so deeply into the fabric of our national life that a 
change within a decade, or a generation, would be rev- 
olutionary both in method and effect.” 


> 


“The most immediate requirement is to introduce or- 
der into the situation, check wasteful competition and 
duplication of service. . . . This includes, among 
other things, effecting a proper degree of codrdination 
between our different agencies of transport, so that 
each may serve the public best in its particular field, 
and freeing the railroads from the discrimination which 
they now suffer by reason of unregulated and subsidized 
competition.” 
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The Pension of the Public 


Service Employee 


What the railroads and the utility 
companies can do about it—now 


THE publication of the article “Who Will Pay the Utility Employee's 
Pension” in the September 18th issue of this magazine, focused atten- 
tion upon a problem that is assuming some proportions to the rail- 
roads and—indirectly to many public utility corporations. The pension 
plan outlined below is unique in that the portion of the pension pay- 
able by the railroad is made definitely contractual—a feature which 
is of growing importance in the minds of all railroad and utility em- 
ployees in these days of economic change, consolidations and mergers. 


By INGALLS KIMBALL 


N the 17th of February in this 

CO year of grace 1931 there was 

introduced into the Senate of 

the United States Senate Bill S. 6196 

known as the “Interstate Railroad 
Employees’ Retirement Act.” 

The bill was read twice and re- 
ferred to the committee on Interstate 
Commerce. 

The bill declares it to be the pol- 
icy of Congress “to increase the 
safety and efficiency of transportation 
by rail by establishing a uniform re- 
tirement age for employees of rail- 
roads subject to the Interstate Com- 
merce Act.” 


I T is not the purpose of this article 
to discuss the possible fate of this 
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bill nor its provisions. Perhaps it is 
not even pertinent to refer to the bill 
which passed the lower house and all 
but-passed the upper house in one of 
our large states, which fixed by stat- 
ute the relationship between the cir- 
cumference and diameter of a circle 
as being three and one-seventh. 

Suffice it to say that the present 
bill (which, by the way, was intro- 
duced also into the House of Repre- 
sentatives by Mr. Johnson of Wash- 
ington), provides among _ other 
things: 

1. For a loan of $230,000,000 
from the United States Treasury. 

2. For a payment by the employees 
of American railroads of 2 per cent 
of current pay which, according to 
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the Interestate Commerce Commis- 
sion figures for 1919, would amount 
to about $53,000,000 a year. 

3. For a contribution of 3 per cent 
by the railway, which would amount 
to about $75,000,000 a year. 


my like this are interesting main- 
ly because they indicate that 
enough interest has been stirred up to 
bring about the belief on the part of 
their sponsors that railway pension 
legislation is politically expedient. 

Indeed, ever since the ruling of the 
Interstate Commerce Commission 
about the charging of pension re- 
serves the discussion of the railway 
pension problem has been steady, vig- 
orous, and often interesting. Some 
writers have held that the ruling of 
the commission was entirely sound 
and ought to be maintained. Others 
have maintained that, while in theory 
the ruling is sound enough, in prac- 
tice it works to the disadvantage of 
those carriers which protect their pen- 
sion plans by the setting up of a re- 
serve, and to the advantage of those 
which handle their pensions on the 
old-fashioned current payment basis. 

There has been considerable argu- 
ment about the desirability of setting 
up reserves for currently accruing 
pensions without regard to the pen- 
sions already being paid. 

In the meantime, so far as this 
writer knows, no railroad has taken, 
or even very seriously contemplated 
taking, any action whatever. 


T°? the extent that the public utili- 
ties are governed by regulatory 
bodies, and that once pension legisla- 
tion gets started the utilities will be 
the next logical point of attack for 
rampant Congressmen and state legis- 
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lators, there is obviously a very clear 
connection between the pension plans 
for the railroads and for other public 
service companies. The financial ele- 
ment is not nearly so important in the 
case of the utilities, however, because 
most of them are in a financial posi- 
tion to set up their plans on a sound 
financial basis right away. 

The Los Angeles Gas & Electric 
Company has very recently taken a 
step of this character; the Southern 
Counties Gas Company (also of Los 
Angeles) is at work on the problem; 
the Cleveland Electric Illuminating 
Company has just set up a pension 
fund; the Boston Consolidated Gas 
Company has announced that it is go- 
ing to and has already taken some 
steps; the Edison Electric Illuminat- 
ing Company of Boston has dabbled 
in the water a little bit, but scarcely 
wet the soles of its feet as yet. And 
there are dozens of others. 


A GOOD many trade union organiza- 
tions, including some very di- 
rectly connected with the railway and 
public utility industry, have in effect 
pension or benefit plans of one type 
or another. Other such organizations 
have discontinued such schemes be- 
cause they saw breakers ahead. A 
number of trade unions are beginning 
to realize the difficulties and costs 
that are inherent in the operation of 
any pension scheme. 
Notwithstanding the general con- 
fusion and the probability that Con- 
gress could not control the action of 
the railroads or public utilities in any 
managerial matter, even if it wanted 
to, there is abundant evidence of a 
very well-defined unrest among a 
large body of railway employees on 
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the whole railway pension situation. 

That the present position of the 
railways in the matter of pensions is 
extremely unsatisfactory there can be 
no possible doubt. Pension costs, 
whether consciously paid under defi- 
nite regulations or unconsciously paid 
as a part of the active payroll to 
persons who have become wholly or 
partially ineffective, are mounting 
rapidly and on the older roads have 
already become burdensome. 

If the carriers had begun setting 
aside pension reserves, either as a 
book entry or in segregated funds, 
when they began operation, the costs 
would not have been great and the 
heavy pension payments being made 
today would have fallen upon the pen- 
sion reserve rather than upon operat- 
ing account. As this provision was 
not made in the past, any attempt to 
cure the situation now would involve 
not only the setting up of reserves for 
current service, but also additional 
amounts to make up the deficit in the 
past, and the burden would be even 
less tolerable than are the current 


pension payments. 
A= a railway executive why he 
has not set up a reserve to take 
care of his pension payments as he 
would any other liability, and his 
answer in most cases will be that he 
has no liability because whenever he 
likes he can stop paying pensions. 


q 


e 


He has no intention whatever of stop- 
ping the payment of pensions even 
though he may have a perfect legal 
right to do so. 

One or two more far-sighted rail- 
way executives have gone so far as 
to express regret, first, that they 
were unable to set up any reserves 
under present conditions, and, sec- 
ond, that reserves had not been set 
up from the beginning. But regret 
is not money. 

When I was a small boy I was very 
much impressed by the story of the 
mayor of a Spanish town who went 
in fear and trembling to Napoleon, 
carrying an elaborate scroll in which 
were inscribed the fifty reasons why 
on Napoleon’s arrival before the city 
no salute had been fired. 

The first reason was that there 
wasn’t any powder. After reading 
the first reason the Emperor threw 
the scroll aside; the other forty-nine 
reasons did not interest him. 

Which is, in my opinion, the prin- 
cipal reason why no American rail- 
road has set up any reserve to provide 
for currently accruing pension lia- 
bility. Only two railroads (so far as 
I know) have set up any reserve to 
protect the past service pensions al- 
ready granted. 

What can be done about it? 


F the vast amount of discussion 
that has been going on among rail- 


“To the extent that the public utilities are governed by 
regulatory bodies, and that once pension legislation gets 
started the utilities will be the next logical point of attack 


for rampant Congressmen and state legislators, there is 
obviously a very clear connection between the pension plans 
for the railroads and for other public service companies.” 
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way employees for the past few years 
really represents the feeling of the 
rank and file of the railway workers, 
a great deal can be done about it— 
and done right away. 

The adoption of the plan here sug- 
gested would accomplish at least in 
a measure the results looked for by 
the railway management on the one 
hand and by the employees on the 
other. 

What the management wants may 
be summarized thus: 

1. No immediate increase either in 
out-of-hand payments or in charges 
against current operating account: 

2. A decrease in net eventual pen- 
sion cost. 

What the employees want may be 
expressed as follows: 

1. A definitely contractual scheme 
under which they may count with cer- 
tainty on the regular payment of some 
pension on a predetermined scale, be- 
ginning at a predetermined date and 
continuing for life. 

2. A pension greater in amount 
than is usual on the railroads today. 

3. A contributory plan paid for in 
part out of their own money and in 
the management of which they may 
have some voice. 

All of the objects set down above 
can be accomplished for both manage- 
ment and employees by the putting 
into effect of a contributory scheme 
such as is outlined in this article. 


At that the usual form 
of railway pension, (involving 
payment from the age of seventy of 
an annuity equal to one per cent of 
the employee’s average earnings for 
the final ten years of service multi- 
plied by total years of service), be 


in effect, the adoption of the suggest- 
ed plan would result in a decrease of 
normal pension cost to the railway, 
which would not be felt at all the first 
year but would be felt increasingly 
in subsequent years. 

The plan is so contrived that the 
contributions of the employees are 
calculated in themselves to be suf- 
ficient to produce on the average an 
annuity of one half of one per cent 
of pay from the beginning of the plan 
to the date of retirement. The total 
pension payable under the plan as to 
future service being 14 per cent of 
the total pay, there remains a pension 
of approximately one per cent of the 
total pay to be met by the railroad 
out of its own funds, as compared 
with the present rate of one per cent 
of the final average ten years’ pay. 

The saving arises from the fact 
that the average of final ten years’ 
pay, on which the present pension is 
based, is almost invariably substantial- 
ly in excess of the average pay over 
the whole period of service—the dif- 
ference being less in the lower salary 
brackets and more in the higher salary 
brackets. 


F gece that the rates have been 
properly calculated, the plan 
outlined appears to meet the situation 
from the standpoint of the railways 
unless, indeed, the labor cost of mak- 
ing the collections and carrying the 
accounts be considered a factor. 

Obviously the whole success of any 
such plan depends on its acceptance 
by the majority of the employees. 

In several instances efforts have 
been made to introduce on railway 
properties supplementary pension 
schemes, paid for wholly by the con- 
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The Danger from the Rising Costs of 
Railroad Pensions 


“7 the present position of the rail- 
ways in the matter of pensions is 
extremely unsatisfactory there can be no 
possible doubt. Pension costs, whether 
consciously paid under definite regulations 
or unconsciously paid as a part of the active 
payroll to persons who have become wholly 
or partially ineffective, are mounting rapid- 
ly and on the older roads have already be- 








come burdensome.” 





tributions of employees; the supple- 
mentary pensions in such cases are 
added to those granted by the carrier. 
When such plans have been set up on 
sound actuarial principles they have 
not succeeded because at the older 
ages the pension resulting from any 
reasonable contribution considered by 
itself has been too small to be attrac- 
tive, and at the younger ages the em- 
ployees are not interested in pensions. 
In one or two cases plans set up on a 
more attractive basis have had a con- 
siderable success from the point of 
view of acceptance by the employees, 
but because of inadequate financing 
these plans are headed for inevitable 
disaster. 


| gwgeney the difference between 
the plan here outlined and these 
unsuccessful independent contributory 
plans is that the portion of the pen- 
sion payable by the railway is made 
definitely contractual. 

In this period of industrial unrest 
and of mergers and discussions of 
mergers this contractual feature has 
assumed perhaps undue importance 


in the minds of employees. Un- 
doubtedly, however, it is a point on 
which they lay great stress. 

Under the plan here suggested the 
pension secured to the employee by 
his contribution is 14 per cent of aver- 
age pay during membership in the 
plan, plus one per cent of present pay 
for past service. The employee con- 
siders what he is buying as a whole 
and not piecemeal. The employee 
who becomes a contributor to the plan 
is getting a very definite and very real 
thing, to which he who is not a con- 
tributor is not entitled. Not only is 
he getting a very good buy for his 
money, but he is definitely assured 
that, even if he quits the service or 
if he dies very shortly after the be- 
ginning of his pension payments, the 
least he will get will be the total of 
his own contributions. He will prob- 
ably win; he cannot possibly lose. 


HE discussion which has been 
rampant in the newspapers and 
in labor union publications relative to 
the insecurity of all pension promises 
has brought to the mind of the em- 
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ployee the possibility that his own 
pension may not be quite so assured 
as he thought it was. This does not 
imply any lack of faith in manage- 
ment, but it does cause him to look 
with more concern than once he might 
have done on those paragraphs in the 
pension rules which permit the altera- 
tion or withdrawal of the plan at any 
time in the discretion of the manage- 
ment. He is perfectly satisfied with 
the value of a definite pension prom- 
ise, but he is beginning to realize that 
what he has at the moment is not a 
promise but a hope. 

No one can predict with certainty 
the extent to which such a plan as is 
here outlined would be accepted by 
the employees; but some very prac- 
tical railroad men who have been con- 
sulted on the subject have expressed 
the opinion that it would meet a very 
general acceptance. This feeling is in 
a measure confirmed by the very 
ready acceptance of contributory 
plans offering insurance _ benefits 
which have been put before railway 
employees. 


_ the standpoint of the railway 
management the adoption of a 
definitely contractual pension plan 
may at first glance appear dangerous. 
On careful consideration, however, it 
is believed that these apparent dan- 
gers will be found nonexistent. The 
contract consists in a definite agree- 
ment to pay an individual a definite 
sum on his retirement from the serv- 
ice in good standing. That is precise- 
ly the practice which is being followed 
today. 

There is no contract made or im- 
plied that the retirement system shall 
be continued indefinitely into the fu- 


ture. The only obligation laid upon 
a future management is that the pen- 
sion arising out of service prior to 
any later change that may be made in 
the plan shall be paid on the retire- 
ment of the employee in good stand- 
ing as provided. 

Nothing in the plan constitutes a 
contract of employment or takes away 
from management its full freedom to 
dismiss or reéngage any employee, 
nor is a future management obligated 
to continue the plan. 

After all, the plans now operative 
on many roads, while not legally con- 
tractual, have in the mind of the em- 
ployee through long usage and 
through the publication of printed 
rules been accepted in good faith as 
indicating the intent of the manage- 
ment. 


_o adoption of the plan would 
make no change whatever in the 
accounting methods of the carrier, 
and the scheme itself might at any 
time, in the discretion of the railway, 
be put on a funded basis without 
prejudice. Thus the plan conforms 
to all present rulings of the Inter- 
state Commerce Commission. 

The pension arising out of em- 
ployee’s contributions might without 
difficulty be reinsured with a regu- 
larly organized insurance company— 
the carrier being reimbursed monthly 
for the amounts of pension resulting 
from employees’ contributions alone. 

There may still lie in the minds of 
some railway and public utility execu- 
tives a remnant of the old theory 
that one of the objects of a pension 
plan was the avoidance of strikes. 
There may still be those who con- 
sider a pension plan as a valuable 
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“club” to be used in wage discussion. 

Mainly, however, broad-minded 
railway executives see the desirability 
of codperation with their employees. 
They realize the practical value of any 
scheme which by the encouragement 
of individual saving adds to the em- 
ployee’s sense of management of his 
own affairs. It seems incredible that 
thus far not a single railway manage- 
ment has been willing contractually to 
agree to do precisely what it is now 
doing, has been doing, and intends 


to continue doing so far as employees’ 
pensions are concerned. 


HE following plan is not copy- 
righted. It is nobody’s property. 
It is here offered for discussion, and 
it is hoped that out of it there may 
arise some definite action which shall 
benefit American railways and their 
employees. 
The plan may be expressed in the 
form of a contract between the com- 
pany and the employee, as follows: 








To the Employees of the 
X. Y. Z. Railroad: 


Le pension system of the X. Y. 
Z. Railroad has been in effect, 
with minor changes, for many years. 
While subject to change or with- 
drawal at any time, each succeeding 
management has heartily approved of 
the annual payments to former em- 
ployees honorably retired after long 
service. 

In response to the expressed wishes 
of many valued employees the man- 
agement has for some years been in- 
vestigating the possibility of improv- 
ing the system mainly in three direc- 
tions : 

1. By increasing the amount of the 
pension payable: 

2. By accepting contributions to- 
ward the cost of the system from 
employees : 

3. By its establishment with re- 
spect of contributing employees on 
a definitely contractual basis. 

The plan herein announced is the 
outcome of these investigations. It 
is submitted to the employees in the 
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confidence that its provisions will be 
carefully studied and in the hope that 
it will meet in generous measure the 
desires of those who have given the 
subject consideration, and the re- 
quirements of the great majority of 
employees. 

The plan will become effective only 
on its acceptance by a minimum of 
75 per cent of those eligible for par- 
ticipation. After it does become ef- 
fective contribution to it will be a 
part of the contract of employment 
of new employees. 

Those now eligible who do not 
join within thirty days of the date 
of this announcement may do so in 
future, but in this event the pension 
as to future service only will be con- 
tractual and that as to past service 
will be entirely discretionary with 
the Board of Pensions. 

The following description of the 
proposed pension plan for employees 
makes no pretense at completeness, 
but will give a reasonably clear idea 
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of its effect. A complete set of 
rules as revised is available to any 
employee who cares to request it at 
all divisions offices. 


By Direction of the Board of 
Directors, 
—Joun Doe, 
President. 


A Brief Statement of the Revised Retirement 
Plan of the X. Y. Z. Railroad 


| gp employee on completion of 
one year of service and on sign- 
ing an application may become a con- 
tributor to the X. Y. Z. pension sys- 
tem. 

The contribution of each employee 
shall be a flat unchanging percentage 
of his monthly pay, the percentage 
depending on his age at the date of 
joining the plan. 


Age on Joining Percentage of Pay 


the Plan Thereafter 

GD years OF 1686. ..2..2.00% 2 

— w beeanaaeet 2.1 
= © owasewanse 2.2 
Jaa © nencnatae 2.3 
44 “ FS Lg eatmabeds 2.4 
45 e staemewes 25 
and so on up to 69 ....... 49 


PENSION BENEFIT 


On retirement from the service at 
age of 70, one per cent of the rate 
of salary for the calendar year prior 
to the adoption of this plan multi- 
plied by total years of past service 


PLus 


One and a half per cent of each 
year’s salary to the nearest even mul- 
tiple of $300 from the date of join- 
ing the plan until retirement. 

For all the purposes of the plan, 
except in reckoning pension arising 
out of past service, future salaries 
shall be calculated to the nearest even 
multiple of $300, and salary changes 
shall be recognized only on the anni- 
versary of membership next follow- 
ing that on which they occur. 


EARLIER RETIREMENT 


Any member of the plan may, 
with the consent of the Pension 
Board, be retired at any time after 
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age 65 in which event that portion 
of the pension arising out of future 
service shall be reduced to the fol- 
lowing percentages of the amount 
otherwise payable: 


Age Males Females 
. ere 52.9 per cent 57.1 per cent 
. eee 59.6 “ 63.5 “ 
eee 674 “ y, | sd 

_, ee — «2 maa lC« 
ee eee 7s. * 88s 


On withdrawal from service or at 
death all contributions of the mem- 
ber shall be returned in full, less 
any pension payments theretofore re- 
ceived by him with respect of future 
service. 


PENSION TO Wipows oR OTHER 
DEPENDENTS 


Any contributor may apply for the 
continuation of his pension in whole 
or in part to a widow or other de- 
pendent, in which event the pension 
payable will be reduced in an amount 
depending on the age of the benefici- 
ary. If such application be made less 
than five years before the normal re- 
tirement date, the Pension Board 
may require evidence of the good 
health of the employee at the time 
of the request. 


NONCONTRIBUTORS 


No employee who is not a contribu- 
tor to the X. Y. Z. Pension System 
shall be entitled to any retirement 
allowance whatever. In the discre- 
tion of the Pension Board he may 
be retired on pension, but in no 
event shall a pension so granted 
exceed one per cent of his earnings 
for the year 1930 multiplied by 
years of past service, plus one 
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per cent of his earnings thereafter, 

Moreover, any pension voluntarily 
paid to a noncontributor in the dis- 
cretion of the Pension Board, as 
above, may at any time, with or with- 
out cause, be withdrawn. 

The X. Y. Z. Railroad reserves the 
right at any time to alter, amend, or 
withdraw this plan, but no such al- 
teration, amendment, or withdrawal 
shall in any manner affect pensions 
then being paid under it, or the 
amount of any pension payable in 
the future because of services ren- 


dered or contributions made prior 
to the date of such change. 

The benefits to contributors are 
unconditionally guaranteed by the 
X. Y. Z. Railroad. 

All the contributions of employees 
shall, however, be paid over to a duly 
authorized life insurance company 
toward reinsurance of the annuity 
benefits arising out of future service. 

Every contributing employee will 
receive a duly authenticated certifi- 
cate fully setting forth all his rights 
and privileges under the plan. 








Echoes from the Conference of Progressives 


Epwarp N. NockKELs 
Legislative representative, Ameri- 
can Federation of Labor. 


Grorce W. Norris 
U. S. Senator from Nebraska. 
trust.” 


WILLIS SPAULDING 


“Radio is now the voice of the ‘Power Trust’ and the 
big business interests.” 


* * 


“Regulation has proven a failure because, in too many 
cases, the regulators are regulated by this monopolistic 


* * 


“If the common people only knew and realized how 


much more they are being charged for utility service 
than the cost, there would certainly be a rebellion.” 


Joun H. Gray 
Professor of Economics, 
American University. 


* * 


“We talk about public utility, the power trust; there 
is no distinction between the power trust and the oil 
trust and the banking trust and a multitude of other 


trusts, and they all act together.” 
* * 


DonaLp R. RICHBERG 


“To my mind the greatest difficulty with the private 


regulation of public utility corporations in this country 
has been the blindness of the average citizen to the 
fundamental fact that the furnishing of public utility 
service is a public business and that the making of 
private fortunes out of public business, through any de- 
vice whatsoever, is a breach of public trust and the 
betrayal of a sacred obligation.” 
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Attorney of Chicago. 











WHAT READERS ASK 


Out of the mail bag of the editors have come these 
questions; because they touch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—together with the an- 
swers. What questions do you want to ask? 


QUESTION 

Can a consumer of a municipally 
operated plant be required to bear the 
expense of the changing of equip- 
ment, motors, and so on, when the 
city changes its plant from 220 D. C. 
to that of 110 A. C.? In this case 
the consumer claims that the chang- 
ing of current by the city is going to 
require him to spend $1,000 to change 
his motor equipment. 


ANSWER 

We will simply refer you to some de- 
cisions on the subject, leaving you yourself 
to answer the particular question raised. 
The decisions are to the effect that the ex- 
pense of changing equipment for consumers 
incident to a change from D. C. to A. C. 
must be borne in whole or in part by the 
utility. There is one dissenting decision 
from Missouri which was rendered in the 
case of a municipally owned plant. The 
Missouri case was short and did not review 
the authorities on the question involved 
which was apparently only the expense of a 
meter. The rulings of the cases are as 
follows: 


“Upon direct current motor equipment 
being made useless by the substitution of 
alternating current service, which reduces 
utility operating expenses, but gives this 
consumer no benefit not received by others, 
the consumer should lose the amount of his 
equipment depreciation; and the utility 
should stand the cost of making the change, 
and either purchase the equipment at its 
present service value for direct current, or 
pay the difference between such value and 
the second-hand value.” 

(Jackman v. Janesville Electric Co. 
(Wis.) P.U.R.1916C, 400.) 
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“A utility, upon changing from direct to 
alternating current, should pay the con- 
sumers the full present value of their elec- 
trical equipment which is made useless by 
such change in the service.” 

(Re Public Service Co. of Northern 
Illinois (Ill.) P.U.R.1917F, 797.) 


“An electric utility changing from direct 
current to alternating current was required 
to exchange all lamps, flatirons, and fans 
owned by the consumers which would be 
rendered useless by the proposed change, 
free of charge.” 

(Livingston v. Central Illinois Pub. 
Service Co. (Ill.) P.U.R.1919E, 570.) 


“The Indiana commission, although hav- 
ing no jurisdiction to award compensation 
to owners of direct current motors upon 
a change to alternating current recom- 
mended that one third of the net damage 
should be borne by the consumer, one- 
third py the utility and paid to the con- 
sumer, and one third borne by the utility 
and paid to the consumer in twelve month- 
ly instalments.” 

(Colonial Mineral Springs Co. v. Mar- 
ay Gas & E. Co. (Ind.) P.U. R 1920E, 


“The expense of adjusting gas appliances 
to conform to a change in the calorific 
value of the gas, or the substitution of a 
heating for a lighting standard, should be 
borne by the company.” 

(Re Public Service Co. of Northern 
Illinois (Ill.) P.U.R.1918D, 240.) 


“The dissenting case from Missouri held 
as follows:—The cost of changing from a 
direct current meter to an alternating cur- , 
rent meter was placed: upon the customers 
of a municipal electric plant which re- 
quired all customers to furnish their me- 
ters.” 

‘ { See v. Butler (Mo.) P.U.R.1921D, 











The Right of a Utility 
Company to Quit 


When the state commissions will and will not 

grant permission to abandon service, and the fac- 

tors that are taken into account when a plea for 
discontinuance is submitted. 


By ARCH D. SCHULTZ 
ASSISTANT PROFESSOR OF ECONOMICS, OHIO WESLEYAN UNIVERSITY 


NE of the chief distinctions be- 

QO tween a public utility business 

and any other kind of a busi- 

ness is the fact that a utility cannot 
quit whenever it wants to. 

One reason for this is the very na- 
ture of the utility business. 

When the butcher, baker, or can- 
dlestick maker is having a hard time 
and business conditions become hope- 
less, he can just close the doors of 
his shop, pull up stakes, and move 
on to any other town where money is 
not so scarce. But a telephone com- 
pany, an electric company, or street 
railway company cannot go out of 
business so casually. When times be- 
come hard for the traction company 
in a particular community, it has to 
stay there and take it on the chin. It 
cannot run away. It has from thou- 
sands to millions of dollars of invest- 
ment literally spiked to the ground. 


uT another reason for this pecu- 
liar condition that confronts this 
utility company is the law. 

When the discontented butcher 
leaves town, he is not required to ask 
anybody’s permission. But an un- 
profitable utility company is required 
to continue service unless given per- 
mission to quit by the state commis- 
sion. Needless to say, commissions 
are reluctant to give such permission, 
and as a result a utility that is losing 
money is asked to carry on until the 
investors are squeezed dry. Fortu- 
nately for most of us, they usually do 
carry on. 

This is the price one must pay for 
engaging in public service. 


oe the last few years there 
has been an epidemic of aban- 
donment by transportation utilities 
all over this country. Water, gas, 
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and electric utilities seem to be more 
fortunate, but it is no secret that the 
street railway, interurban and steam 
railroad utilities have fallen on evil 
days. The purpose of this article is 
to consider the very interesting ques- 
tion: When should a transportation 
utility be permitted to abandon serv- 
ice? And it will be confined to the 
three transportation utilities men- 
tioned. 

Although the transportation aban- 
donment “movement” has occurred 
only during the last decade, the 
rules of law which control the sit- 
uation are by no means new. State 
laws have prevented utilities from 
going out of business without the con- 
sent of the proper officials for more 
than four decades. There was an 
American decision on the matter as 
early as 1853. The United States 
Transportation Act, however, which 
denies railroads the right to discon- 
tinue service without the approval of 
the Interstate Commerce Commission 
did not become a law until 1920. 


HEN a utility company asks for 
the right to discontinue unprof- 
itable service in any particular com- 
munity, the proper commission is 
faced with the task of weighing three 
interests: (1) the interest of the com- 
munity whose service might be cut 
off; (2) the interest of the utility 
company; and (3) the interest of the 
utility’s patrons generally, who might 
be compelled to contribute indirectly 
to the maintenance of that part of the 
service which is unprofitable if the 
permission requested were refused. 
In other words, mere proof by a 
utility that its service in a particular 
community is not paying its own way 


is not ipso facto a valid ground for 
granting the permission to abandon. 
The welfare of the citizens of the 
community, who have invested in 
business and homes in the expectation 
of continued service must be consid- 
ered. It becomes a case of the com- 
munity versus the utility. The com- 
mission must weigh the loss on both 
sides and decide accordingly. 

What frequently complicates the 
case is the fact that the utility’s busi- 
ness as a whole might be profitable. 
In this circumstance, to carry on the 
unprofitable branch of the business 
has the effect of making the patrons 
of the other branches bear more than 
their share of the cost of service. 
This is probably the most important 
factor the commission must weigh. 

No commission has assigned any 
numerical weight to these three fac- 
tors. Circumstances alter these cases 
so completely that it would be fool- 
hardy to establish any hard and fast 
rules applicable to all abandonment 
cases. That is what makes it diffi- 
cult. 


I" is possible to imagine many rea- 
sons why a utility would want to 
discontinue service on any particular 
branch of its system. But it is diffi- 
cult to imagine any reason for doing 
so which is not connected directly or 
indirectly with the universal practice 
of trying to make money. At any 
rate, the factor of loss (meaning, of 
course, unprofitable operation), is 
about the only economic and legal 
reason for which permission has been 
granted for the abandonment of serv- 
ice. 
Commissions have rejected repeat- 
edly the contention that they need 
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only to consider whether there is need 
for service. Sometimes, this point of 
view is stated as one of practical 
necessity. For example, one commis- 
sion said that no administrative body 
can alter an economic law, and un- 
less operation is reasonably remun- 
erative the company must inevitably 
stop operating. Some commissions 
have pointed out that public utility 
companies are not philanthropic en- 
terprises, and while they owe duties 
to the public there is no reasonable 
basis for requiring in this manner the 
donation of capital which might 
otherwise be invested at a profit. 
Similar opinions may be drawn from 
courts and commissions functioning 
in all parts of the United States. 

The explanation of the legal justi- 
fication for utility abandonmert be- 
cause of unprofitable operations may 
be summarized as follows: 

1. The private property concept ap- 
plies to public utility property. 

2. The right of dissolution enjoyed 
by all private corporations applies to 
public service companies. 

3. The constitutional protection of 
property rights applies to public serv- 
ice companies as well as to individuals 
and other corporations. 


& 


ae feature about abandon- 
ment cases seems to be that, 
notwithstanding the fact that the 
“loss factor” is about the only reason 
for abandonment, no court or com- 
mission appears so far to have taken 
the trouble to consider the various de- 
grees of loss a utility might suffer 
because of unprofitable operations. 

It seems fairly obvious that a loss 
of revenue which merely cuts down 
the amount of earnings to which the 
utility is entitled is one matter, and a 
failure of revenue sufficient even to 
take care of operating expenses is 
quite another. The first situation 
would be likely to make stockholders 
sigh as they find their annual divi- 
dends reduced. But the second situa- 
tion entails the necessity for the util- 
ity to dig down into its own pocket 
for money enough to keep above 
water. 

There is yet a third degree of loss. 
Revenues may be barely sufficient to 
pay current operating expenses and 
not sufficient to provide for deprecia- 
tion and retirements. Over a long 
period of operation, this situation also 
will require digging into the corporate 
pocket book. Other refinements of 
loss will occur to the reader. 


ailowed if the revenues were exactly equal to taxes, operat- 


q “SoME have argued that abandonment should never be 


ing expenses, and expenditures for maintenance, because 
operation could be carried on indefinitely from revenues. 


This argument is unsound. 
profitable. 


The investment is still un- 


To continue indefinitely the use of capital in 


an enterprise wnder these circumstances would deprive an 
investor of his right to earn a fair return upon his invest- 
ment as against the possibility of salvaging a part of this 
investment, with its subsequent reinvestment where it 


would pay a profit.” 
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But, as stated before, no court or 
commission has felt the necessity for 
classifying or distinguishing between 
these degrees of loss or for ruling as 
to whether one degree would be a 
more impelling reason for granting 
an abandonment application than an- 
other. 


HE most that can be said for the 

general law on this subject, as 
developed by the reported regulatory 
decisions, is that the commissions 
will look upon a proof of loss—any 
loss on operations by a utility—as a 
prima facie case for the right to dis- 
continue service. It is then up to the 
other side—that is, the patrons affect- 
ed by the abandonment—to overcome 
this presumption by evidence for a 
continuation of service that outweighs 
the utility’s case. 

Let us look into this weighing 
process by examining the procedure 
of a routine abandonment case. 

First, the utility usually puts its 
case in the form of a petition for au- 
thority to abandon. After due no- 
tice, the patrons affected, either as in- 
dividuals or through municipal of- 
ficials, protest the granting of the 
petition by filing an answer. Some- 
times the procedure is reversed and 
the case is brought up by a complaint 
by the patrons against the abandon- 
ment of the utility. In either event, 
as soon as the issue is joined, it is set 
down for trial'on the commission’s 
docket. 

At the trial, in many of such cases, 
hundreds of pages of testimony are 
taken. Tables of statistics, affidavits, 
photographs, and other exhibits are 
placed into evidence by both sides. 
One would think that if it were ever 


possible for the commission to come 
to some conclusion, and if it had any 
ability at all to do so, it certainly 
should be able to arrive at a decision 
very easily from such a mass of evi- 
dence. But it really is not as easy 
as it looks. 

The very nature of procedure be- 
fore the commissions requires them 
to weigh carefully the opposing fac- 
tors. The data is unorganized. It 
is blunderbuss in type and designed to 
strike in part by luck. It is unre- 
lated, inconsistent, conflicting, and 
extremely confusing. But the data 
does bear on the issue. A careful 
weighing is, therefore, enforced upon 
the commissioners. The commission 
mind must make its own organization, 
and in the attempt to do this I find 
the chief reason for having confidence 
in the result. The struggle of the 
mind to clarify the issues in the face 
of the conflicting data brings about 
an attempt to discover the controlling 
factors. 

Out of the process should grow a 
reasonable conclusion. Two or three 
of the outstanding elements of a pub- 
lic need for service which seem to in- 
fluence commissions may be men- 
tioned. 


, ~ factor which is perhaps of 
greatest importance in the final 


decision is that of the availability of 
alternative services, such as a parallel 
railway line or a highway transporta- 


tion service. This seems proper be- 
cause it allows the scrapping of obso- 
lete types of service and aids in the 
development of more efficient forms. 
There is some tendency for commis- 
sions to withhold the right to discon- 
tinue service unless the alternative 
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The Drain on the Stockholders When a Utility 


Operates at a Loss 


cc N unprofitable utility company is re- 

quired to continue service unless given 
permission to quit by the state commission. 
Needless to say, commissions are reluctant to 
give such permission, and as @ result a utility 
that is losing money is asked to carry on until 


the investors are squeezed dry.” 








service is actually available and not 
merely in prospect or merely pro- 
jected. 

Another factor that complicates 
this business of abandonment is the 
very human tendency of the state 
commissioners to blame a utility’s 
customers for deserting the service. 
When a commission sees these cus- 
tomers buying shiny new automo- 
biles or patronizing a rival bus 
carrier, it is apt to grow impatient 
and grant the railway’s application 
for abandonment regardless of the in- 
convenience that will result to the 
remaining loyal patrons. The atti- 
tude of the commission in such cases 
is likely to be that the customers have 
dug their own graves, whereas, the 
truth of the matter is that part of the 
customers have dug a grave for the 
other part. 


Fes factor usually of out- 
standing importance in the 
minds of the commissions is the fu- 
ture prospects of the enterprise. Com- 
missions usually deny the abandon- 
ment if there is reasonable expecta- 
tion that the utility’s business will 
get better. It is doubtful whether the 
opinion of the commissions is su- 
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perior to that of the utility’s own 
managers in this regard. However, 
the evil in the substitution of a com- 
mission’s judgment for that of the 
company is much mitigated if rehear- 
ings of the case at later dates are 
freely allowed. Again, sometimes the 
denial of the right to discontinue 
service with the threat of a grant in 
the near future spurs communities to 
greater loyalty to the company ren- 
dering service. It must also be ad- 
mitted that there may be cases where 
industrial transitions are taking place 
which are understood by commissions 
and not by the company, and in these 
cases delaying abandonment may re- 
sult in advantage to the company as 
well as the communities concerned. 

Of some weight also is the physical 
condition of the property of a com- 
pany. If the property is in such a 
low state of repair that operation is 
not safe, great weight is commonly 
accorded the fact. There is danger 
in giving the physical condition of the 
property much weight since a com- 
pany may allow the situation to come 
about purposely. 


he is probably a fair statement of 
the situation when a branch of 
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service is proposed to be abandoned, 
that if the whole service is profitable 
there is a presumption in the minds 
of commissions against abandonment. 
The same presumption seems to exist 
where the business as a whole earns 
less than a fair return though it may 
earn revenues in excess of operating 
and maintenance charges, plus taxes. 
In several cases commissions have 
been satisfied that abandonment 
should not be allowed where the 
branch of the service earned operat- 
ing expenses and no more. The cases 
are very rare where a profitable sys- 
tem has been permitted to abandon a 
service that did not pay, though in a 
few cases commissions have indicated 
by remarks,—to the effect that the 
“vitality of the system as a whole” 
must not be overlooked,—that they 
understood that operating an un- 
profitable branch was damaging to the 
system. 


yy there is a justifiable general 
criticism of commission policy on 
allowing abandonments, it lies in an 
oversight of the proper fundamental 
points of view when forming their 
judgments. The first error is in the 
failure to see the abandonments of 
given services as part of a normal 
economic development and in an in- 
adequate attention to costs of con- 
tinued operation, both from the stand- 
point of the patrons and from the 
standpoint of the companies rendering 
service; and the second error is be- 
cause of a misconception of the re- 
lation of a part of a service to the 
whole service, primarily in the case of 
steam railways. 

Let us take the first objection. 
The necessity for the abandonment 
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of services arises from various fac- 


tors. Some are as follows: New 
methods of rendering service, the 
exhaustion of resources which have 
supplied a need for service, such as 
coal or timber, the loss of markets by 
industries to other areas of produc- 
tion which have superior organiza- 
tion, and the unwise investment of 
capital for rendering a service which 
was in fact never needed. Unprofita- 
ble operation resulting from these 
and other causes is simply a conse- 
quence of an industrial development 
which it seems should not be ham- 
pered by unduly restrictive regula- 
tion. More attention should be given 
to the gains that arise from superior 
methods of satisfying human needs 
and less emphasis placed upon the 
losses that securing these gains en- 
tails. 

I believe commissions are too much 
impressed by the inconveniences 
which communities will feel from the 
loss of the service, and this tendency 
is especially true where the service in- 
volved is part of a system of service 
which is profitable. The point of 
view has been one too much tainted 
by sentiment as against a mental back- 
ground of cost considerations. I do 
not think it is unfair to say that with 
most commissions, grants of the right 
to abandon arise from an attempt to 
prevent the confiscation of the com- 
pany’s property rather than from an 
attempt to further the development 
of improved methods of transporta- 
tion and superior places of produc- 
tion. And I say this in spite of the 
fact that most commissions hold to 
the presumption that proof of loss is 
a prima facie reason for abandon- 
ment. 











The presumption is, in fact, a dis- 
advantage to the companies desiring 
to discontinue service inasmuch as it 
leads to greater effort on the part of 
commissioners to find reasons for 
overcoming this presumption in cases 
in which abandonment seems drastic. 
These reasons in turn are overweight- 
ed in cases where the expediency of 
abandonment is more in doubt. A 
brief statement of an improved point 
of view will now be attempted. 


UPPOSE that an alternative service 

is available in an abandonment 

case so as to eliminate possibility of 

loss to patrons, I wish to suggest the 
following point of view. 

A commission should allow aban- 
donment of the property if operation 
does not pay a fair return. But 
should abandonment be allowed as 
soon as this condition arises? 

The answer is “no” for most cases. 
We must now return to the analysis 
of the various degrees of loss. If 
the revenues are only enough to pay 
operation expenses and to keep the 
property in repair, a policy of allow- 
ing the property to depreciate (that 
is, not keeping it in repair) should be 
followed. Part of the revenues in ex- 
cess of operating expenses may be 
kept as a partial salvage of the invest- 
ment. How much of the revenues 
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should be spent for repair? The 
answer is just so much as will result 
in the salvaging of the largest possi- 
ble amount of the original invest- 
ment. This policy is similar to that 
of motor car owners who put used 
tires on cars they plan not to keep for 
a long period. 

If revenues do not exceed operating 
outlays and necessary incidental 
maintenance costs, abandonment 
should be allowed at once. If this 
policy is not followed, it will result 
in the pouring of additional capital 
into an already worthless venture. It 
is a question of when to abandon 
rather than whether to abandon. 


N= let us suppose that alterna- 
tive service is not available. 
Should this make any difference? I 
believe a negative answer is inevita- 
ble although more liberality in its ap- 
plication may be defended. In this 
case there are two salvaging processes 
necessary ; one, that of the investment 
of the company, and the other, the 
salvaging of the investment of its 
patrons. The commission should bear 
both in mind and permit abandonment 
when both parties have had a reason- 
able time to accomplish the retriev- 
ing of part of their capital. No more 
importance should be attached to the 
salvaging of the capital of patrons 


community is not paying its own way is not Ipso Facto a 


q “MERE proof by a utility that its service in a particular 


valid ground for granting the permission to abandon. The 
welfare of the citizens of the community, who have in- 
vested in business and homes in the expectation of con- 
tinued service, must be considered. It becomes a case of 
the community vERsUS the utility. The commission must 
weigh the loss on both sides and decide accordingly.” 


676 








» 2 woe oh h6lClU lc eeklelOeee eel eke aelUmlUCU le ele le 


t 














than to that of the company, for it is 
probably true that in most cases there 
is no larger amount of capital invest- 
ed by patrons to be salvaged or sal- 
vageable than that of the service com- 
pany. Perhaps there are numerous 
cases where special circumstances 
would require more weight to be 
given one than the other, but it is the 
point of view which it is important 
to press here, rather than its specific 
application to individual cases. 

Abandonments should be denied if 
asset realization is not complete but 
allowed if it is believed to be com- 
plete. In this way we may be sure 
that the gains from alternative serv- 
ices and from production in other 
areas are real, and we have prevented 
the sinking of more capital in an en- 
terprise already proven to be ill-con- 
ceived. 


——— have argued that abandon- 
ment should never be allowed if 
the revenues were exactly equal to 
taxes, operating expenses, and expen- 
ditures for maintenance, because 
operation could be carried on indefi- 
nitely from revenues. This argument 
is unsound. The investment is still 
unprofitable. To continue indefinite- 
ly the use of capital in an enterprise 
under these circumstances would de- 
prive an investor of his right to earn 
a fair return upon his investment as 
against the possibility of earning a 
return, if he were allowed to salvage 
part of this investment, with its sub- 
sequent reinvestment where it would 
pay a profit. 


Seow second objection to the pre- 
vailing abandonment practice, 
which was listed above, referred to 
the failure of commissions to give 
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adequate attention to the relation of a 
part of a utility’s patrons to the pa- 
trons as a whole. I am of the opin- 
ion that a new point of view in these 


circumstances is more important 
than the reform I suggested as to the 
first objection. I feel that many 
branches of railroads have been mis- 
takenly abandoned because it was 
thought that said branches were a 
detriment to the system, the belief 
arising from an incorrect division of 
expenses and revenues between the 
system and the branch lines which in- 
dicated that the branches were oper- 
ated at a loss. The methods com- 
monly in use are some form of pro- 
rating. 

A branch should not be abandoned 
if the revenues it adds exceed the 
added expenses which its operation 
entails. In other words, all the gross 
revenues earned on shipments to or 
from a branch should be credited to 
it, less such added expenses as are 
incurred by the system because of 
the carriage of these shipments. 
From the total gross revenues so 
credited to the branch there should, 
of course, be deducted all expenses of 
operating the branch itself. 

Any other point of view prejudices 
the welfare of the system because if 
there is any excess of revenues under 
such a method, it indicates that the 
system is better off from operating 
the branch than if it lost the ship- 
inents to and from that branch. This 
point of view is probably what we 
have in mind when we speak of the 
“feeder value” of a line. And I be- 
lieve abandonment decisions have 
undervalued the feeder value of 
branch lines. 

These principles apply whether or 
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not the system as a whole is profitable. 

Most commissioners have absolute- 
ly no personal knowledge of methods 
of expense and revenue allocation, 
and are unable to a great extent 
to comprehend the confusing meth- 
ods presented by the accountants of 
the companies which appear before 
them. In fact, in many cases of 
branch operation no attempt is made 
to discover whether the branch is 
actually unprofitable or is merely be- 
lieved to be an unsatisfactory append- 
age of the system which proposes to 
abandon it. 


HE fundamental error of operat- 

ing at a loss any railroad prop- 
erty, either a whole system or a part 
of a system, lies in the fact that such 
operation involves a misuse of capi- 
tal. It is apparent that the operation 
of a system at a loss cannot be carried 
on indefinitely since the funds for 
such operation would not be available. 
However, in the case of branch lines 
connected with profitable systems, 
operation at a loss may go on indefi- 
nitely. If some means are not applied 
which determine whether operation 
of a branch causes a drain upon the 
resources of a system rather than a 
contribution to these resources, a dis- 
sipation of capital may proceed in- 
definitely without its being known. 


Ur the principles thus explained 
rests also the justification for 
the Federal control over the abandon- 
ment of a railroad operating in intra- 
state commerce when it is a part of 
an interstate railway system. 

“Interstate’’ commerce clearly has 
a meaning which transcends that of 
the purely legal concept which is vis- 
ualized only in physical terms of state 
lines. It is the commerce of the 
greater social group. For the welfare 
of the greater social group it is im- 
portant that “interstate’’ commerce 
be carried on at least social cost. Only 
by a correct administration of the 
abandonment problem will there be 
insured the retention of the advan- 
tages of production in its proper area 
without the dissipation of these ad- 
vantages by the production of com- 
modities in an improper area. State 
authority, therefore, must not be left 
with the power to prevent the aban- 
donment of an unprofitable line, the 
losses from which are reimbursed 
from the advantages of a larger sys- 
tem. It should not be forgotten that 
to allow them to do so causes the in- 
curring of a double loss: (a) the loss 
of capital by the maintenance of an 
unprofitable railroad, and (b) the sur- 
render of part of the gains from the 
operation of profitable means of pro- 
duction. 





The Anti-Utility Group in the Coming Senate 


WirtH the “power question” looming as one of the important po- 
litical issues of the 1932 presidential campaign, the attitude of 
the United States Senate toward the utility industry is a matter of 
great importance not only to all American industry, but specifically to 
every utility executive, employee, banker, and security holder in the 
country. What the anti-utility line-up in the new Senate that convenes 
this winter will be, will be told in the next issue of Pusiic UTILiries 
ForTNIGHTLY by one of the most experienced and observant of the 
newspaper correspondents in Washington. 
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As Seen from the Side-lines 








HEY went and did it, as we ex- 

pected. That is, the Governors’ 

Committee of the six New England 

States declared that the railroads of 

New England ought to be owned and 

operated by, for, and of New England. 
* * 


THEY recommended that the Penn- 


sylvania be invited to get out. 
* * 


UNLEss amicable and perfectly har- 
monious negotiations can be effected, 
they proposed that the Pennsylvania be 


kicked out. 
* * 


New ENGLAND has the wealth to 
finance her own roads, they said. She 
is the only one interested in her wel- 
fare first, last, and all the time. She 
should be the master, not the servant, 
of her railroad problems. Once she gets 
them out, she could invite the trunk 
lines to come back in, that is, to supply 
service, but on the terms she decides 
to be best for herself. 

* * 


THESE New Englanders gave a na- 
tional flavor to their report. A survey 
had revealed to them, they said, that 
the four major eastern trunk lines are 
engaged in a titantic struggle for na- 
tional railroad mastery, and the New 
England railroads should not be used 
as mere pawns to be shuffled about on 


their chess board. 
cs Es 


THESE New Englanders were select- 
ed by the governors of their states. 
There were thirty-six of them, six from 
each of the northeastern common- 
wealths. They were men of substantial 
prominence in their communities. 
Their chairman was former Governor 
Spaulding of New Hampshire. They 
were at work upon their problem eigh- 
teen months. They discovered that the 
Pennsylvania Railroad and its affiliate, 
the Pennroad Corporation, had acquired 
in excess of twenty-two per cent of the 
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New Haven Railroad and in excess of 
seventeen per cent of the Boston and 
Maine. United with the New Haven 
holdings in the Boston and Maine, it 
would constitute in excess of forty per 


cent. 
* * 


IN any event, the Pennsylvania’s 
holdings enabled it to exercise control 
over those two historic New England 
railroad organizations when and if it 
decided to exercise that control. 

How to get the Pennsylvania out, by 
force if General Atterbury decided not 
to be peaceable in his elimination, was 
the question to which these committee- 
men devoted considerable time and con- 
siderable space in their 284-page report. 

* * 

Tuey solicited the very best opinion 
of Mr. Bentley Warren, a lawyer of 
parts and varied experience. He sug- 
gested they might try to get the Penn- 
sylvania to relinquish its holdings by 
the process of the Sherman Anti-Trust 
Act. The Pennsylvania control might 
be construed as eliminating active and 
real railroad competition, it was said. 

* * 

Ir that course were found to be im- 
prudent or holding no possibility of 
success, the New England States ought 
to intervene in the four-trunkline-pact 
soon to be submitted to the Interstate 
Commerce Commission. New England, 
in that case, would petition and pray 
that approval of the vast merger of the 
eastern lines be conditioned upon the 
retirement of the Pennsylvania from 
the New England region. 

* * 

Anp, in the event that is successful, 
the New Englanders would throw their 
support to the proposal for national 
regulation of the holding corporations. 
To prevent, of course, the railroads 
from subtly acquiring the New England 
properties by the subterfuge of the 








mysterious, pyramided conception of 
modern financial genius. 
* * 

Tus condition, affecting one section 
of the United States only, would not 
have been written at such length if it 
were not seriously and inextricably in- 
volved in the general subject of utility 
regulation and possessed of national 


importance. 
* 


You who have read thus far must 
have been impressed by an imposing 
absence of reference to the public util- 
ity commissions of the several and 
numerous states of this country. 

* * 

Not a single reference to them 
worthy of the name of reference is con- 
tained in the very elaborate report of 
these formidable New England gentle- 


men. 
* a 


PRESUMABLY the public service com- 
missions were superficially consulted, if 
at all. Whatever contribution they may 
have made to the intensive study last- 
ing a year and a half, if they made any 
contribution at all, does not appear to 
have been worthy of mention. 

* * 

By and large, they were ignored. By 
and large, they are not considered as 
the agencies which shall press the New 
England case upon the Interstate Com- 
merce Commission. By and large, they 
have been dropped out of the picture in 
the most interesting and the most for- 
midable railroad situation in which a 
section of the country supplying at 
least eight per cent of the traffic has 
been deeply involved and inextricably 


concerned. 
* * 


WE see much go out of Washington 
in condemnation of Mr. Hoover’s allo- 
catings of governmental work to quasi 
public committees. The jokesters 
would have us believe that whenever 
one of the White House autos develops 
a flat tire it is handed over to a special 
commission rather than to one of the 





PUBLIC UTILITIES FORTNIGHTLY 





capable and permanent mechanicians in 
the White House garage. Robby, the 
head chauffeur, has driven Presidents 
since the days Mr. Taft crowded him- 
self into a whistling White steamer. 

* * 

But there appears to be no uproar, 
in fact there is an absence of ordinary 
complaint, over the submersion of the 
public utility commissions in this hectic 


situation. 
* * 


THE commissions are created by the 
statute law of the commonwealths. 
They have as a whole contributed very 
distinguished service to their peoples. 
In Massachusetts but recently, the com- 
mission set up the theory of profit on 
capital reasonably, honestly, and pru- 
dently invested, and in substance told 
the Supreme Court of the United States 
to go hang for itself. 

* * 

YET even in that state there is a con- 
spicuous void. The commission itself 
is silent. Such friends as it has are 


inaudible. 
* * 


“But this is a matter of interstate 
commerce ; why should the commissions 
horn into that?” you may ask as you 
ruffle your eyebrows. 

* * 

Ir involves regulation, we reply. It 
involves the railroads, we insist, and 
from time immemorial the states have 
declined to yield in matters affecting 
the railroads so long as there remained 
the possibility that any state right was 
involved by any considerable stretch of 
the imagination. 

* * 

WE have noted in the past that the 
state commissions yielded their powers 
rather amiably during the war. And 
we will note now that they will have 
no powers left at all unless they stand 
up on their hind legs and assert them. 
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What Others Think 





Is Another O’Fallon Case Looming 
in the Offing? 


E Be recent decision of the Inter- 
state Commerce Commission, in 
ordering a final recapture of the excess 
earnings of the Richmond, Fredericks- 
burg & Potomac Railroad seems to be 
creating a stir in regulatory circles. 
Oliver B. Lerch, writing in Barron’s, 
seems to think that it is the most im- 
portant decision since the O’Fallon 
Case. In addition to declaring a new 
recapture policy for the Interstate Com- 
merce Commission, the recent ruling 
will amount to vast legal proportions if 
the state commissioners should take it 
into their heads to apply the same prin- 
ciples of valuation used in the Rich- 
mond, Fredericksburg & Potomac Case 
to the process of ascertaining rate bases 
for gas, electric, and other utilities more 
local in character than the steam rail- 
roads. 

To appreciate the possibilities of this 
legal mountain, it is necessary to skip 
back over the events following the en- 
actment by Congress of the Transpor- 
tation Act of 1920, which required the 
Interstate Commerce Commission, 
among other things, to recapture from 
all roads earning in excess of 6 per cent 
return (on the values which the com- 
mission was to fix under a law passed 
in 1913), the amount of such excess to 
be used for a loan to less fortunate 
roads, as well as to build up a surplus 
reserve. 


te 6 per cent recapture clause in 
itself is simple—a mere example in 
grammar school mathematics. The 
finding of the base value is where the 
“catch” came. The commission re- 
fused to accept the reproduction cost 
value in its entirety, as urged by the 
railroads, because at that time (1920) 
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such railroad values were inflated by the 
skyrocketing of materials and labor 
during the war period. The railroads, 
on the other hand, refused to accept the 
original cost value favored by some of 
the commissioners because they knew 
well that the law (as announced by the 
Supreme Court in Smyth v. Ames in 
1898) was with them to some extent. 

The O’Fallon decision was an at- 
tempted compromise which never 
worked. It did not satisfy the railroads 
and was ultimately thrown out by the 
Supreme Court. It attempted to apply 
spot valuation prices on railroads as of 
a date barely prior to the war, plus 
original cost of additions and better- 
ments subsequent to that date. The 
O’Fallon reversal left the Interstate 
Commerce Commissioners without a 
program but with definite instructions 
from the highest court that they must 
give substantial consideration to repro- 
duction cost values in future recapture 
orders. 


ow the stage is set for the Rich- 

mond, Fredericksburg & Poto- 
mac decision. The question to be 
solved is, how much weight should be 
given reproduction cost value and how 
much to original cost value? 

The Supreme Court decisions were 
eloquently noncommittal. The rail- 
roads contended, however, that the 
O’Fallon decision left the commission 
no other alternative than to apply re- 
production cost in its entirety. The 
contrary view, which was shared by 
counsel for the National Association of 
Railroad and Utilities Commissioners 
and the National Conference on Valua- 
tion of American Railroads, was that 
original cost is an element which, like 
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cost of reproduction, must be given con- 
sideration and weight in the determina- 
tion of final value, but they were unable 
to state the weights which should be ac- 
corded each in this case. 

The commission dismissed the con- 
tention of the railroad as follows: 


“We conclude that both cost of repro- 
duction and original cost must receive con- 
sideration in the determination of final val- 
ue for rate-making purposes. In no case 
to which our attention has been directed has 
the Supreme Court of the United States 
ruled as to the specific weights to be given 
to these elements. . 

“In our findings of the value of the prop- 
erty used by the respondent in the service 
of transportation during the recapture 
years, we are according such weight to the 
present cost and original cost of construc- 
tion as in our judgment is justified by the 
record. The values found reflect in sub- 
stantial degree both elements of cost.” 


Let us see, if we can, in cold percent- 
ages what the so-called “substantial de- 
gree” amounted to. The answers to the 
question of “how much” weight was 
actually accorded by the commission, 
vary with the individual notions of re- 
production cost value itself. But here 
is Mr. Lerch’s description : 


“One eminently qualified expert who is 
familiar with commission methods estimat- 


ed that the decision reflects weighing of re- 
production costs and original costs in a 
ratio of 60 per cent and 40 per cent, re- 
spectively. This contrasts with the criti- 
cism of the Supreme Court in the O’Fallon 
recapture case, that reproduction cost had 
received no consideration. It likewise com- 
pares with a ratio of 50 per cent weight ac- 
corded present costs, and 50 per cent al- 
lowed for original costs in the tentative re- 
ports of the commission issued subsequent 
to the O’Fallon ruling of the Supreme 
Court. The 50-50 basis in the proposed re- 
ports is that now used by the commission 
examiners and commissioners in the valua- 
tion division in their tentative excess earn- 
ings recapture reports. For all intents and 
purposes, 60 per cent for present costs and 
40 per cent for original costs is a fair ap- 
proximation of a general idea as to the ex- 
tent of reflection of these estimates, in the 
judgment of best available opinion.” 


HE important feature of this Rich- 

mond, Fredericksburg & Potomac 
decision to those interested in gas, elec- 
tric, and other types of utilities, there- 
fore, is whether any of the state com- 
missioners will take their cue from the 
Interstate Commerce Commission and 
begin to apply the 60-40 basis to their 
own valuation deliberations. 

—F, X. W. 


THe New Rait VAatuation Rutinc. By 
Oliver B. Lerch. Barron’s. April 27, 
1931. 





The Investigating Committee Reports 
on the Pennsylvania Public Service Commission 


HE final majority report of the 

Pennsylvania State Senate Com- 
mittee, investigating the regulation of 
the public service commission, contains 
a passage that might well be construed 
as a gentle censure of outbursts of anti- 
utility sentiment displayed by Governor 
Gifford Pinchot. The report is respect- 
ful in tone and calm in temper, and 
compares rather strikingly with the 
language of the governor when he 
characterized the utilities’ interests as 
“gangsters.” Here is the passage: 


“The people of Pennsylvania should not 
be misled into the belief that all public 
utilities are venal bodies, which prey upon 


them; such a charge or implication is too 
broad and sweeping either to carry convic- 
tion or bear scrutiny. They should be 
advised that there exists properly conduct- 
ed utilities and that those which are not 
properly conducted will be regulated by 
agencies of the state into propriety. While 
believing that evils in corporate manage- 
ment should be rooted out, yet we cannot 
follow the suggestion of his Excellency, 
the governor, or others, who believe that 
improperly conducted utilities are in dan- 
ger of destruction by a revolution of the 
kind once carried on in France, with its 
murder, guillotine, and gruesomeness. The 
danger of such views, publicly expressed, 
is that reckless adherents interpret them as 
a banner for outbursts of the kind recent- 
ly made before us, when a witness, in a 
position to lead others, testified that cer- 
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tain rates would be resisted, even though 
the militia was sent to enforce their col- 
lection. In a democracy like ours, no bid 
for power should be permitted to weaken, 
let alone destroy, any structure of govern- 
ment. The people instead should be ad- 
vised that wrongs and abuses will be rem- 
edied by a meritorious regulation, under 
the law, through duly constituted authori- 
ties. Therefore, we conceive it to be the 
obligation of the legislative branch of the 
government to effect by law the proper 
regulation of public service corporations 
oe methods and means to that 
en liad 


‘ie constructive suggestions of the 
report are by this time widely 
known. It recommended that the pub- 
lic service commission should be ap- 
pointed and removed by the superior 
court; that the commission’s powers, 
jurisdiction, and appropriation should 
be increased; that the commission 
should retain a quasi judicial or non- 
partisan role, but that an office of 
people’s counsel should be created to 
represent the ratepayers. 

A subcommittee reporting upon the 
question of whether or not corruption 
existed among the members of the pres- 
ent public service commission was un- 
able to report unanimously. The ma- 
jority found the commissioners honest 


and willing, but hampered by statutory 
and economic limitation. A minority 
found the present commission quite use- 
less. 

The Pennsylvania House committee 
investigating the same matter, on the 
other hand, seems to be convinced, to 
some extent, that there is something in 
the serious charges made by the govern- 
or and others against the integrity of 
the public service commission. In its 
report, made April 27th, it recommend- 
ed the establishment of the so-called 
“Fair Rate Board” so often advocated 
by the governor. The House committee 
also recommended legislation requiring 
the use of “prudent investment” rather 
than reproduction cost as a standard in 
utility valuation. The House report 
does not say just how the administra- 
tors of such a law will get around the 
numerous Federal decisions requiring 
the consideration of reproduction cost 
in utility rate making. 

—M. M. 


REporT OF THE JUDICIARY GENERAL CoMMIT- 
TEE OF THE SENATE OF PENNSYLVANIA. 
Harrisburg, Pa. 1931. 


Report OF PENNSYLVANIA STATE House In- 
VESTIGATING COMMITTEE. Harrisburg, Pa. 
1931. 





Will Utility Mergers Become Obligatory? 


iy view of the prevailing attitude in 
political circles of regarding the 
public utility merger movement as both 
the father and mother of the power 
trust, it is interesting to note the fol- 
lowing particularly courageous editorial 
prediction in the Corporate Practice Re- 
view: 

“The time will come when our Senate 
and House of Representatives will consider 
the consolidations of public utility units 
with as much or more favor than they now 
consider the consolidation of railroads.” 


The soundness of this prognostication 
may appear to some to be debatable, but 
the facts show that already the trend 
toward bigger and better operating 
units has reduced the number of large 
utility systems in the United States 


from 5,221 in 1912 to 3,690 in 1929, 
notwithstanding the fact that their op- 
erations have vastly increased during 
the same period. The editorial contin- 
ues : 


“The trend towards consolidation in the 
utility field is simply a matter of the tend- 
ency of the time. Banks are doing it, rail- 
roads are doing it, and so are manufactur- 
ing businesses of all sorts, together with 
every conceivable kind of trade unit. It is 
a matter of better business, that is to say, 
better service at less cost.” 


Oo’ course, the editor advises against 
any undue haste in utility mar- 
riages or in the attempts to control them 
by government regulation. He says: 


“In the mass of comment on the public 
utility question, many theories have been 
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advanced. The thing to do is to go slow 
in trying to realize some abstract principle 
at the cost of efficiency and progress. 
Whatever development does take place in 
the future will be the refinement, not so 
much of utility management, but of civic 
supervision. What the public wants is to 
reap the benefits of industrial combination 
without being obliged to endure the bur- 
dens of monopoly.” 


An excellent bit of specific advice on 
educating the public to the acceptance 
of utility mergers is contained in the 
recommendation of the Public Service 
Securities Committee of the Investment 
Bankers Association. It suggests that 


sales circulars on utility issues should 
contain : 


“1, Information about the valuation of 
the utility property and the bases of valua- 
tion. 

“2. A balance sheet of the utility com- 
pany that issues the securities, or a clear 
statement of the capitalization. 

“3. A statement of earnings, including 
the operating rates, a statement, as to de- 
preciation, the ratio of net earnings to 
charges, and a statement of the company’s 
dividend record.” 

—M. M. 


EpirortaL. Corporate Practice Review. 


April, 1931. 





The Responsibility of Utility Corporations 
for the Misdeeds of Their Fellows 


we a red flag never caused a 
rushing bull to pause. Yet that 
seems to be one of the chief defenses 
that has occurred to the utilities to stem 
the onrushing tide of political opposi- 
tion. The utility men herd together 
these days in convention halls and ig- 
nore the hostile blasts that come from 
New York, Pennsylvania, Wisconsin, 
and even Oregon. One of their num- 
ber mounts the rostrum and repeats the 
names of outstanding utility critics, 
while the faithful on the convention 
floor cry out, “Red, red, red,” either 
aloud or en famille. 

But just how effective is this anti- 
Bolshevik litany in stemming the rising 
tide of utility opposition? What pro- 
portion of the public—indeed, what pro- 
portion of the faithful themselves— 
take seriously the efforts of utility 
speakers to link the National Popular 
Government League with Moscow, or 
Gifford Pinchot with the Third Inter- 
national ? 


upDGE Milton P. Stahl, chairman of 

the Missouri Public Service Com- 
mission, for one, does not think much 
of such a program. He accuses both 
sides of having a sort of St. George 
complex—always hunting political 
dragons from which to save the good 


people. Speaking of the anti-utility 
political champion, he says: 


“Some of the menaces and ogres are a 
little worn and hackneyed, and have ceased 
to frighten the electorate, hence he has 
dragged on the stage and exposed to the 
electorate the hideous monster called the 
‘power trust,’ and proposes to minister to 
him some strong medicine to render him 
gentle and tractable, but which appears 
very likely to maim the industry. A con- 
certed and conscious effort is now being 
made to vitalize and dramatize this elusive 
personality into a national issue.” 


On the other hand, there are the util- 
ity defenders, previously mentioned, of 
whom Judge Stahl says: 


“There is a tendency in conventions of 
utility associations and in their official pub- 
lications and publicity to meet these issues 
with the cry of Bolshevik, red, pink, so- 
cialist, or radical. This is not sufficient. 
A good cause cannot be defended by pick- 
ing an opprobrious epithet for your op- 
ponent. The fact may as well be faced 
that the agitation in some states and even 
nationally has reached formidable propor- 
tions and considerable success.” 


HAT, then, would the judge have 

the utilities do to keep from bark- 

ing their shins on the legislative hurdles 

laid down by the self-appointed cham- 
pions of the people? 

First of all, he advises a thorough 

self-examination of conscience on the 


684 





uld 


of 
ua- 


»m- 
ear 


ing 
de- 

to 
y’s 





PUBLIC UTILITIES FORTNIGHTLY 


part of the whole industry. Certainly 
the present political smoke could not 
have become so voluminous without 
some fires of fact. He recites abuses 
from the experience of his own com- 
mission, but most important he sug- 
gests that the national utility associa- 
tions themselves are the most handy 
agencies for establishing the process of 
self-immolation. He says: 


“Utilities associations will miss their 
greatest opportunity for service to the in- 
dustry if they limit their activity to the 
exchange of information, to the solution 
of technical problems, and to making com- 
mon cause in matters affecting the com- 
mon interest. I believe they should pat- 
tern their activities after professional or- 
ganizations, such as medical associations, 
bar associations, and engineering societies, 
which lay down rules of conduct for their 
members and discipline those who wander 
from the straight path. 

“It is not sufficient that one utility has 
satisfied its own conscience in the conduct 
of its business. Its interests and its wel- 
fare are so bound up with the manner in 
which its brother is discharging his obliga- 
tions that it is justified in constituting it- 
self its brother’s keeper. 


“Each utility occupies but one room in 
the house, and when the people or the leg- 
islature consider the house and pass judg- 
ment they will be guided largely by the 
rooms which are not in order. The press 
and the publicist will find them and hold 
them up as typical of the industry. The 
public relations of one utility are affected 
by those of other utilities, and in their 
own interest utilities should see that any 
fundamental causes for bad public relations 
of other utilities are removed.” 


HIS is an interesting suggestion. 

In other words, Judge Stahl would 
have the National Electric Light Asso- 
ciation instead of the popular political 
personification of the power trust, be- 
come a sort of intra-utility inquisition. 
Paul Clapp, presumably, would be cast 
in the role of the modern industrial 
Torquemada. If it did nothing else, 
Judge Stahl’s plan would improve the 
attendance. Such a convention would 
have to be held in the Yale Bowl to ac- 
commodate the overflow. —D. L. 
How Urtiritres can Herp Sorve REGULATORY 


ProsteMs. By Judge Milton R. Stahl. 
U. S. Daily. April 28, 1931. 





Could a Railway Receivership 
Become a Racket? 


VERY business and profession seems 

to have its racketeers these pro- 
hibition days. Even the bench is not 
free from the taint. But public utility 
executives, in view of the large num- 
ber of receiverships that now exist in 
the field of transportation operations, 
will be particularly interested in the 
latest racket to be hailed before the 
court of public censure—the receiver- 
ship racket brought to our attention by 
Mr. C. C. Daniels of the New York 
Bar. 

Mr. Daniels, like his brother Jose- 
phus Daniels of war cabinet fame, 
has held office under the Federal gov- 
ernment and has had wide experience 
both as an editor and an attorney in a 
number of states. Consequently, when 
he makes a courageous and startling in- 
dictment of piracy of corporate assets 


through the receivership route, it is not 
to be dismissed lightly. This indict- 
ment reveals a condition of waste and 
exploitation that makes the “vice graft” 
and other recently disclosed defects of 
the lower courts in New York city 
“look like chicken feed.” 

Mr. Daniels commences his indict- 
ment by conceding that most judges and 
attorneys are upright and that the very 
spirit behind the cleansing of the 
Augean stables in Manhattan legal cir- 
cles is a healthy and consoling sign. 
But he warns us that a single un- 
scrupulous judge or court official can 
“accomplish evil the extent of which 
is impossible to determine.” 

He states: 

“In most large cities there is a number 


of lawyers who specialize in receiverships. 
Many of them are of the highest charac- 
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ter, but some watch the corporation in 
need with the unselfishness of the wolf 
that follows the snowbound traveler. 

“The judge too often appoints as receiv- 
er his nephew or cousin, his former law 
partner or a personal friend, without the 
slightest regard to the capacity or train- 
ing of the person appointed to handle or 
liquidate the business placed in his hands 
by the court. 

“The receiver proceeds to name attor- 
neys, accountants, and employees from his 
family and connections until the list looks 
like a family roster and the payroll re- 
sembles the list of donations to favored 
children in the will of a deceased parent.” 


After these legal crows have picked 
the bones of the defunct corporation, 
Mr. Daniels says that the shareholders 
are fortunate if they are not personally 
assessed to make up the cost of admin- 
istration while the general creditors are 
simply lost in the shuffle. 

Meanwhile, the former executives 
are either in Florida or Bermuda, or 
organizing some new corporation to 
take over the old business at bankrupt 
bargain prices. 


= in New York city have 
reached a point where judges have 
almost unanimously agreed to appoint 
only selected trust companies instead 
of private attorneys for official receiv- 


erships. Heretofore the receivership 
graft has been recognized in some legal 
circles as legitimate “pickings” for 
those who sit close to the throne. It is 
no unusual thing for a judge to make 
an allowance to a receiver or a lawyer 
for a sum which amounts to more than 
the judge’s salary during his entire term 
of office. 

Mr. Daniels is somewhat skeptical, 
although not cynical, as to the efficiency 


of the remedy already mentioned, that 
is—the appointment of trust companies 
as receivers. He prefers to wait for a 
while before passing judgment. He 
states that the time consumed in clos- 
ing receiverships should be an element 
in forming such judgment. 

Aside from this remedy, Mr. Daniels 
suggests another corrective measure. 
He urges that corporate executives 
themselves, who are—after all—trus- 
tees for their company’s stockholders 
and creditors, should make a determi- 
nate stand against “legalized racketeer- 
ing.” He adds: 


ing. 
“One practical method of minimizing 
this evil is to turn the sunlight of publicity 
on receiverships; the relationship between 
the judges appointing the receivers and the 
attorneys, as well as those who absorb 
the remaining assets in the final liquida- 
tion.” 


Mr. Daniels apparently expects very 
little in the way of reform from his 
brethren at the bar. The lawyer who 
criticizes the racket becomes persona 
non grata with his brethren who re- 
gard him very much as club members 
would regard a guest who drank a 
highball at the club bar and then went 
out and swore out a prohibition com- 
plaint. However honorable individual 
attorneys may be, they generally shrink 
from impeaching their own professional 
brothers, just as the most righteous 
physicians balk at testifying in court 
against the malpractice of the blackest 
sheep of their own profession. 

—F. X. W. 


RECEIVERSHIP RACKETEERING OF CORPORATION 
Assets. By C. C. Daniels. Corporate 
Practice Review. March, 1931. 





The Attitude of the House of LaFollette 
Toward Regulatory Reform 


HOSE who have been regarding 

Philip F. La Follette, the second 
son of “Fighting Bob,” as a chip from 
the old block might profitably read the 
April 29th issue of The Nation. 


Apparently there is some difference 
between the lion and the cub, as evi- 
denced by the four months’ record of 
Philip as governor of Wisconsin. It 
was almost a proverb in Washington 
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that the senior La Follette was regu- 
larly irregular and consistently incon- 
sistent; he was a “Progressive Repub- 
lican” of his own making and he wanted 
only the brand of his own making. He 
would have nothing to do with the ten- 
tative offers of “liberal Democrats” or 
of the Socialists. As for big business 
men, “Fighting Bob” regarded them 
pretty much as the devil is supposed to 
have looked upon holy water. 

In other words, “Fighting Bob” 
ranged the political peaks alone and 
would play with no one who did not 
see eye to eye with him on everything. 

Young Philip, on the other hand, ap- 
pears to be making an honest effort to 
take the good from all camps, holy or 
otherwise, according to Mauritz A. 
Hallgren, writer for The Nation. The 
article states: 


“Phil La Follette as governor has not 
been content to depend upon his political 
acumen or his political position. He has 
solicited the advice and assistance of a host 
of experts. He has gone out of the state, 
for example, to pick men like David 
Lilienthal of Chicago, a recognized author- 
ity on public utilities, to head his railroad 
commission, and he leans heavily for 
political guidance on a man who is not a 
progressive Republican but a Socialist, 
Senator Thomas Duncan of Milwaukee, 
wealthy Yale graduate and business mana- 
ger of the Milwaukee Leader, Socialist 
newspaper. Railroad presidents and bank- 
ers, old enemies of his father, are often 
asked and willingly come to the governor’s 
office to discuss administrative and legisla- 
tive matters. He has revived the council 
of unofficial advisers made up of faculty 
members of the University of Wisconsin, 
which his father originated.” 


. e- blunt realities of public office 
appear to have somewhat tem- 
pered the sharp zeal for government 
ownership of public utilities, which ani- 
mated Philip during his campaign. Mr. 
Hallgren continues : 


“It is on the power question that Philip 
La Follette is making his biggest fight, and 
it is on the power question that he will 
most likely either be made or broken as 
a political leader. He has receded some- 
what from his original, out-spoken cham- 
pionship of public ownership, production, 
and distribution of electric power. He still 
believes that public ownership is to be pre- 
ferred to absentee ownership by private 


interests, but he has lately come around to 
the opinion that public ownership, to be 
valuable and permanent, must be permitted 
to establish and develop itself without 
special favors or privileges from the state 
or Federal government. His power pro- 
gram, some sections of which have already 
been enacted into law, would place private 
and public power corporations on an equal 
basis, subject to the same strict regulation 
and the same taxation, on the theory that 
the better and more economical system 
would and should survive. Governor La 

Follette is sure that public ownership will 

win out.” 

Nothing could be fairer than that. 
Certainly honest operators of private 
utilities should not quarrel with an ad- 
ministrative policy which gives them 
equal protection, but not special favor 
in their efforts to cope with govern- 
mentally controlled agencies. A private 
plant which cannot keep pace with pub- 
licly owned plants on its own economic 
merits has no sound economic right to 
exist. 

Many advocates of government own- 
ership, however, do not favor nondis- 
criminatory treatment. The municipal 
utility is often favored both as to taxa- 
tion and regulation. But a govern- 
mentally operated utility which cannot 
keep pace with private industries except 
under rules of the game which discrim- 
inate against the private enterprise, has 
no sound reason to exist. 

Mr. Hallgren’s article concludes with 
an interesting description of Governor 
La Follette’s legislative program to 
curb the “power trust,” including the 
proposed law to place under the strict 
eye of David Lilienthal (who has been 
a particularly intelligent seeker for 
regulatory control of holding compan- 
ies) and of the other members of the 
railroad commission, all the intercor- 
porate doings of affiliated interests 
based on stock ownership, interlocking 
directorates, managerial control, blood 
relationship of directors, or any other 
connection through which a “substan- 
tial influence” over public utility com- 
panies in the state of Wisconsin might 


be exercised. 
—J.D.C. 


Governor La Fottette. By Mauritz A. Hall- 
gren. The Nation. April 29, 1931. 
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The Failure of Some States to Give Authority 
to their Utility Commissions 


orD Macauley once said of Chris- 
a tianity that it could not be said 
to be a failure because it has never 
really been tried. Somewhat in the 
same spirit is the reply of William J. 
Hagenah, vice president of the Byllesby 
Engineering and Management Corpora- 
tion, as quoted by that well-known po- 
litical writer, William Hard, writing in 
the May issue of World’s Work. Mr. 
Hagenah answers the criticism of com- 
mission regulation of public utilities by 
such bitter critics as Governor Pinchot, 
of Pennsylvania, who called the Public 
service commission of his state “a cat’s 
paw of the corporations, unfaithful to 
the people and worse than useless” — 
by pointing out that a great number of 
states have never seriously tried com- 
mission regulation. He says: 


“State regulation has not reached its full 
capacity for service so long as seven states 
give their commissions no power to regu- 
late the electric industry, so long as twenty- 
six state commissions are without regula- 
tory powers in matters pertaining to utility 
mergers, so long as twenty-six commis- 
sions have no power over contract rates, 
so long as seven cannot prescribe any elec- 
tric rates, so long as twenty-two commis- 
sions have no authority over the issuance 
of utility securities, and so long as ten 
states pay their commissioners salaries of 
three hundred dollars a month or less.” 


Mr. Hagenah’s argument is a flat 
challenge to that considerable group 
of critics who talk so glibly about 
the breakdown of commission regula- 


tion. 
—J. D.C. 


Tue Pouttics or Power. By William Hard. 
World’s Work. May, 1931 
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The March of Events 





Alabama 


Legislative Committee Investi- 
gates Commission Activities 


A= legislative committee has been in- 
vestigating power rates and valuations. 
At the early hearings representatives of the 
commission outlined the procedure of the 
commission in making rates and the other 
duties of the commission. The chief engineer 
of the commission made a statement of gross 
revenues for last year received by each of the 
five largest electric utilities in Alabama. 

President Hugh White, of the commission, 
was asked whether the commission made de- 
tailed inquiry into each item of expense set 
up by the power utilities in the construction 
of plants and property. Mr. White stated 
that the commission carefully checked the 
figures submitted. To audit each salary and 
expense voucher, he said, or to require the 
power utility to provide these itemized de- 
tails, would result in a tremendous increase 
in operating costs and place an added burden 
upon the consumers. 

Representative Kelly, who sponsored the 
resolution calling for the investigation, re- 
quested information as to the number of “col- 
lege professors on the payroll of the Ala- 
bama Power Company during the calendar 
year of 1930,” according to the Montgomery 
Advertiser. Perry Turner, vice president of 
the company, assured Mr. Kelly that all in- 
formation on the points desired would be pro- 
duced. 

Mr. Kelly then asked how the power com- 
pany justified the amount spent for “propa- 


& 


ganda.” Fritz Thompson, attorney for the 
company, answered “if you are being shot at, 
isn’t armor or breastworks a legitimate item 
of expense to protect one from a sniping 
enemy ?” 

Mr. Kelly replied that he believed “the right 
will prevail.” 

President White explained that the com- 
mission, in not fixing a formal valuation in 
orders issued since the 1928 valuation was 
made, was acting in the interests of the pub- 
lic. Prices since that time had been at a 
high level and any consideration of valua- 
tion must embrace the cost of reproduction 
at present prices. This valuation, under the 
law, would have to remain as a permanent 
base for future valuations. If, therefore, 
formal findings of value in the case of all 
utilities during the period of high prices had 
been made, he explained, this would have 
fastened upon the customers in the future a 
permanent rate base fixed at a time when 
the price level was probably higher than it 
would be for years to come, and such policy 
would not be in the interests of the utility 
customers. 

In answer to a question whether the com- 
mission prescribed the minimum prices of 
bonds and preferred stock and limited the 
amount of commissions which might be paid 
to brokers, President White replied that such 
was the case and that the commission pre- 
scribed the net figure which must be returned 
to the treasury of the utility from the sale 
of such securities, safeguarding the public 
from extravagant expenditures for commis- 
sions. 


California 


Commission Will Pass on Com- 
bined Meter Readings 


, p California commission, according to 
newspaper reports, has announced an in- 
vestigation of the question whether the read- 
ings of two meters can be combined for bill- 
ing purposes. Under sliding scales of rates, 
whereby greater consumption in any month 
results in a lower charge, approval of this 
practice would decrease the revenues of 


the utilities as in the case of submetering. 

An inquiry into the subject will include the 
Los Angeles Gas & Electric Corporation, 
Southern California Edison Company, 
Southern Sierras Power Company, San Diego 
Consolidated Gas & Electric Company, 
Southern California Gas Company, and 
Southern Counties Gas Company. 

The present practice is to bill separately 
for each meter serving an individual customer 
who may receive service at different loca- 
tions. 
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Municipal Plant Threat Is Used 
to Attack Rates 


A= of a special committee of the San 
Diego city council made public last 
month charged that the San Diego Consoli- 
dated Gas & Electric Company was charging 
excessive rates, and the committee recom- 
mended that unless the company was in a 
position materially to reduce rates the city 
should equip its own electric plant for street 
lighting. 

Conferences were held with officials of the 
public utility company, at which there were 
discussions of the dividends on common 
stock, payments to a managing company, 
maintenance costs of ornamental street 
lights, and the granting of lower rates to the 
street car company and agricultural users. 

Manager W. F. Raber, of the utility com- 
pany, took exception to a statement by the 
committee that a return of 11 per cent was 
earned, and that the commission guaranteed 
the company a return of about 7 per cent. 
He declared that the state does not guarantee 
the company a fixed return but permits it 
to earn up to that amount if it can. He also 
pointed out that the dividend was upon a 
certain class of stock and not upon the entire 
business of the company. 

Representatives of a company which sells 
Diesel-electric plants were active in forward- 
ing the municipal ownership idea. They told 
the council, according to the San Diego 


Union, that a Diesel-electric plant capable of 
furnishing current for the down-town light- 
ing district would save $50,000 a year. The 
company would install the machinery and 
take its pay out of profits. The cost of sup- 
plying current and maintenance for the light- 
ing district is now said to be in the neighbor- 
hood of $84,000 a year. 


¥ 


City Attempts to Eliminate Tolls 
in San Diego 


HERE are indications that the Southern 

California Telephone Company will fight 
an attempt by the city of San Diego to force 
the elimination of tolls between exchanges in 
San Diego, says the San Diego Sun. It is 
said that a representative of the attorneys for 
the telephone company has made copies of 
the ordinance adopted by the council to enact 
an amendment of the company’s franchise 
voted by the people on April 7th to eliminate 
the toll charges. 

City officials are also planning an attempt 
to recover about $75,000 which they claim is 
due to the city under a franchise of the old 
Home Telephone Company which provided 
for twenty free telephones for the city. The 
assertion is made that the present company, 
as the successor of the other company, 1s 
| because free service has not been sup- 
plied. 


e 


Florida 


Tax on Gas and Electricity 
Would Hit Consumers 


Spe have been introduced into the Florida 
legislature for a tax of one-half cent on 
every kilowatt hour of electricity sold by 
power companies, either private or municipal, 
= 10 cents per thousand cubic feet of gas 
sold. 

Charles Larsen, superintendent of the 
Lakeland light and water department, and 
Ted Bergman, manager of the Florida Power 
and Light Company, are reported in the Lake- 
land Ledger & Star Telegram as saying that 
the passage of these bills would place taxa- 
tion largely on the urban population of the 
state and would be unfair. This paper con- 
tinues : 

“Another angle brought out was that plants 
which use electricity for power and pay pow- 
er rates would be forced to pay a relatively 
higher tax than small consumers who pay the 
straight line rate. Mr. Larsen stated that he 
understood the bill to mean that all electricity 


sold, whether for power, heat, or light, would 
be taxed, although the bill was called ‘an 
electric power tax.’ 

“The Florida League of Municipalities will 
fight the bill to the end, in the opinion of 
Mr. Larsen, who said that he had received 
a letter from one of the other member cities 
urging the opposition of a similar bill which 
it 1s understood will be proposed. The latter 
bill would be even more drastic in its de- 
mands than those of Representative Keen, it 
was said, and would place a tax of 2 cents 
per gallon on fuel oil in addition to a 2-mill 
tax on each kilowatt hour of current sold. 
The oil tax alone would mean an additional 
$3,500 per month cost to the local plant. 

“Mr. Bergman said that the Florida Power 
& Light Company will send notices to all its 
gas consumers explaining the situation to 
them and instructing them that if they are 
opposed to the gas tax to get in touch with 
their representatives in the legislature, asking 
them to fight the passage of the bill. He said 
that officials of his company had known for 
some time of the possibility of the bill being 
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proposed and that this method would be used 
to combat its passage. 

“It is understood that there is a vigorous 
reaction all over the state, especially in the 
larger cities against the passage of these two 


bills and a bitter fight is expected. The bills 
are evidently meant as an attack on Florida 
corporations, particularly hitting the public 
utilities, but seem to many citizens to hurt 
the individual more than any corporation.” 


Georgia 


Municipal Association May Try 
to Abolish Commission 


PROPOSAL has been made by W. M. Lester, 

president of the Municipal Public Utili- 
ties Rate Association, according to the Ma- 
con Telegraph, to seek legislation abolishing 
the public service commission. A bill for 
this purpose might be introduced in the June 
session of the general assembly. 

This association has actively represented 
cities at hearings before the commission 
where lower rates were sought. They are 
interested in present proceedings relating to 
natural gas rates in several Georgia cities. 
An injunction was issued in Atlanta restrain- 
ing the city from employing a rate expert in 
connection with the hearing. The petition 
for the injunction alleged also that the city 


had no legal right to appropriate funds for 
payment of dues to the municipal rate asso- 
ciation. 

James A. Perry, chairman of the public 
service commission, is reported in the Tele- 
graph as informing Mayor Toole of Atlanta 
that the sole responsibility of providing rea- 
sonable rates and service to those taking the 
service of utilities in the state is, by law, 
placed on the commission, and that the com- 
mission employs engineers, statisticians, audi- 
tors, and appraisers to get the absolute truth. 
He assured the mayor that the commission 
was going to do its utmost to see that a fair 
and correct conclusion was reached. This 
letter was in answer to a request by Mayor 
Toole for “sufficient time to have an appraisal 
made of their (the gas company’s) property 
so that the matter can be gone into fully” 
before the commission acts. 


Indiana 


Commission Is Asked to Investi- 
gate Columbus Rates 


PETITION has been filed with the commis- 

sion for a reduction in electric light, 
power, and gas rates in Columbus. The Co- 
lumbus Republican says: 

“Current electric light and power rates in 
Columbus were fixed in 1923. Since the city 
became interested in opening a fight for low- 
er rates a month ago, Mr. Custer has been 
unable to find a valuation on the local prop- 
erties of the Public Service Company of In- 
diana on which the 1923 rates were based. 


He has spent much time at the public service 
commission offices in Indianapolis in an un- 
successful effort to find the figures. 

“*There has been no valuation on the local 
property of the light company since 1918 
when it was owned by the Central Indiana 
Lighting Company,’ Mr. Custer stated. 

“The local city attorney, however, pointed 
out that the new schedule of rates fixed in 
1923 is lower than the rates of 1918. 

“In addition Mr. Custer’s investigations 
have revealed that no valuation has been 
made on the local gas properties of the util- 
ity since 1923 when it was owned by the Co- 
lumbus Gas and Light Cc™pany.” 


e 


Iowa 


Movement Is on Foot to Settle 
Telephone Strike 


A= by subscribers of the Iowa Con- 


tinental Telephone Company started 
several weeks ago when the company asked 


an annual rate of $18. Many discontinuances 
followed. The company has since offered 
rural service for $15 payable yearly in ad- 
vance. At a meeting of rural line subscribers 
on April 24th, it was voted to advise the pa- 
trons to accept the offer, with reservations, 
according to the Des Moines Register. 


691 








PUBLIC UTILITIES FORTNIGHTLY 


The subscribers insist that the $15 be pay- 
able in semi-annual installments, that free 
long-distance service be maintained through 
all the county exchanges, and that the com- 


ee price be guaranteed for three years. 
he request is also made that ail telephones 
which were taken out because of the protest 
be reinstated without charge. 


@ 
Kansas 


Electric Rates Are Still 
Being Reduced 


| eremag utility rates in Kansas still are 
going downward, says the Topeka Capi- 
tal, which informs us: “In state house cir- 
cles there is even talk that the Kansas Gas & 
-Electric Company which five years ago had 
the lowest schedule of electricity rates in the 
state, may come down a notch in the next 
year or so, to keep pace with the new rate 
bases being established by other electric 
power companies. 

“A batch of applications across the desk of 
Charles Shukers, member of the state public 
service commission, is a pretty good index 
of what is going on in electric power circles. 

“The Kansas Power & Light Company has 
filed applications for lower power rates for 
the cities of Winchester, Oskaloosa, and Val- 
ley Falls, on juice used for their municipal 
water plants. The new rate schedules carry 
reductions, according to the public service 
commission engineering department, ranging 
from 25 to 54 per cent. Under the new sched- 
ules the cities will pay $79.20 for 2,640 kilo- 
watt hours per month against the present 
cost of $105.60; for 9,000 kilowatt hours the 
rate drops from $366 to $174.60; for 12,000 
kilowatt hours, from $480 to $219.60. 

“Of course, that is for large wattage only. 
But at the same time the Inland Utilities 
Company is reducing residential rates in 
Havana 14 per cent, and the cost of street 


lamp juice in the same city from $3 to $2.06 
per lamp. 

“The Sedan Electric Light and Power 
Company is proposing to reduce its residen- 
tial rates for 50 kilowatt hours per month 
from $5.45 to $4; 100 kilowatt hours from 
$10.75 to $6; 150 kilowatt hours from $15.25 
to $7.50. The same company has filed sched- 
ules for Hewins, Chautauqua, Elgin, and 
Sedan carrying reductions of 16 per cent for 
25 kilowatt hours, 17 per cent for 50 kilowatt 
hours, 18 per cent for 100 kilowatt hours, and 
20 per cent for 200 kilowatt hours. 

“The Kansas City Power & Light Com- 
pany has just filed a new schedule for in- 
dustrial consumers using large wattages, 
which reduces the rate for 2,000 kilowatt 
hours per month by 23 per cent, and for 
6,000 kilowatt hours by 22 per cent. 

“And only a few days ago the Argus Pipe 
Line Company of Dodge City, operating in 
the southwestern Kansas counties, put in a 
new schedule of rates reducing their charge 
for 5,000 cubic feet of gas per month from 
$3.45 to $3. 

“Will Dalton of St. George, member of 
the commission while Judge R. M. Pickler 
of Smith Center was chairman, in Governor 
Paulen’s time, started the drive for lower 
electricity rates. It was carried on vigorous- 
ly by Governor Reed’s public service commis- 
sion, with the result that electric power users 
in Kansas pay some $100,000 to $150,000 a 
year less for the same amount of electricity 
than they did four years ago.” 


€ 


Minnesota 


Governor Vetoes Bill to Equal- 
ize Truck and Rail Rates 


OVERNOR Floyd B. Olson has vetoed a bill 

which would have compelled motor 
truck operators to increase rates to the level 
of railroad rates when the latter are increased 
about July lst by order of the Interstate 
Commerce Commission, says the United 
States Daily. The governor stated that the 
purpose of the bill is “to force the common 
carrier trucks out of business,” and it “would 
work a severe injustice upon ‘the independent 


merchants” in their efforts to compete with 
chain stores. He said in part: 

“The rates of common carrier railroads 
and common carrier trucks are now about 
equal, but it is anticipated that the proposed 
increase in railroad rates without a like in- 
crease in truck rates will cause the railroads 
to lose more of their less than carload lot 
business to the trucks. 

“Railroad transportation has been and is 
vitally essential to us, and the railroads are 
entitled to protection from unfair competi- 
tion. I assume that the substantial rate in- 
crease soon to take effect by order of the 
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Interstate Commerce Commission was at the 
solicitation of the railroads. 

“In effect, therefore, they are asking the 
state to protect them from the consequences 
of a situation which they themselves con- 
tributed to bring about. That protection will 
also result in imposing a heavier transporta- 
tion charge burden upon the people of the 
state. 

“The position would be much more justi- 
fiable if the taxing of the competing trucks 
was used as a means for equalizing competi- 
tion. In that event there would be some re- 
turn to the state for the burden assumed 
through the then necessarily higher common 
carrier truck rates. 

“Assuming, without conceding, that the 
railroads are entitled to the aid of the state 
in strangling competition, yet I am entirely 
unconvinced that this legislation would ac- 
complish that purpose.” 


> 


St. Paul Council Seeks Lower 
Electric Rates 


SPECIAL committee of the St. Paul city 

council has recommended that negotia- 
tions be started with officials of the Northern 
States Power Company for a reduction in 
electric rates, and, if negotiations fail, that an 
ordinance be prepared to force the company 
to cut its charges. 

This resulted from the committee’s study 
of the valuation of the utility property by 
the Bemis Company of Chicago. The Bemis 
valuation charged that the company was earn- 
ing 9.038 per cent on its properties, accord- 
ing to the St. Paul Dispatch, which adds: 

“The report criticized the previous city ad- 
ministration and the Bemis Company for long 
delays in the rate investigation. 

“Part of the criticism was aimed at the de- 
partment of public utilities at the time Otto 
Rohland was commissioner. It was pointed 
out that, although a valuation report was sub- 
mitted to the department December 11, 1929, 
nothing was done about it. 


e 


“The committee also reported that it con- 
ferred last April 16th with executives of the 
Northern States Power in an attempt to per- 
suade the company to reduce rates volun- 
tarily. 

“The company is said to have refused on 
grounds that the Bemis valuation was incor- 
rect and not entirely legal. 

“In the face of this contention of illegal- 
ity the committee asserted today that ‘there 
should be a reduction in electric rates.’ 

“The council voted to notify the power 
company of its move for a reduction. Before 
the machinery for cutting rates can be start- 
ed, a rate structure will have to be prepared. 
The council must agree on whether there 
should be a flat rate to all consumers or a 
sliding scale according to the amounts of 
electricity used.” 


> 


Telephone Merger May Be De- 
layed by Rate Probe 


OMMISSIONER Frank W. Matson, of the 

Minnesota Railroad and Warehouse 
Commission, is quoted in the papers as Say- 
ing that permission to acquire the Tri-State 
Telephone & Telegraph Company properties 
in St. Paul by the Northwestern Bell Tele- 
phone Company will be opposed until an in- 
vestigation into phone rates in St. Paul is 
completed. C. B. Randall, vice president and 
general counsel of the telephone company, 
said that he could not see where ownership 
had anything to do with the rates which the 
company is entitled to collect. 

The legislature denied the commission’s re- 
quest for funds with which to make an ap- 
praisal of the company’s property, but, ac- 
cording to Commissioner Matson, the work 
will be continued although not as satisfac- 
torily as if the commission had the funds. 
He said that the investigation developed that 
the company is paying more than 3 per cent 
of its gross revenue for supervision, and its 
earnings for depreciation and return are up- 
ward of 12 per cent. 


Nebraska 


Variable Gas Rate Based on 
Fuel Costs Is Suggested 


RANK J. Burkley, chairman of the com- 
mittee on finance and rates of the Metro- 
politan Utilities District at Omaha, favors 
establishment of a rate by the year based on 
contract prices of raw materials like coke 
and gas oil, says the Omaha World-Herald. 


A rate of this type, he said, would be similar 
to one put in force by the Nebraska Power 
Company to large users, based on the price 
it pays for coal. A standard price is fixed in 
the rate and the charge goes up or down as 
the price of coal rises or falls. 

Commenting upon a rate reduction, he said 
that the difficult question is whether to lower 
rates to meet the present low prices of coke 
and oil and then face the possibility of an 
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increase rate later that might not be under- 
stood so easily. 

General Manager Leisen of the utilities 
district board, according to the World-Her- 
ald, has suggested that it may be possible to 
introduce a gas rate that would include do- 
mestic use and house heating, all measured 
through one meter and charged at one flat 
price. This would obviate the demand 


charge. He expressed the opinion that there 
would be little difference between the two 
rates, but customers would have the option 
of selecting one or the other. Many, he said, 
do not like the demand charge and this would 
afford a way to get away from using it. 

The present rate for ordinary domestic 
service is 75 cents per thousand cubic feet 
after the first 500 feet are bought at 75 cents. 


e 


New Jersey 


Consumers’ League Organizes 


HE Utilities Consumers Protective 

League was formed at a meeting in At- 
lantic City on April 27th, and petitions were 
circulated calling for a referendum vote on 
the establishment of municipally owned gas 
and electric plants. This is part of a fight 
being staged by South Jersey gas users 
against utility rates. 

Samuel Morris, who has led the fight to 
secure lower rates, says the Atlantic City 
Union, attacked not only the gas rates but 
also telephone rates and water charges. He 
had secured figures which, he said, indicated 
that it cost 57.2 cents per thousand feet to 
produce and distribute gas, in addition to 


New 


Power Trustees Are Named by 
Governor Roosevelt 


OVERNOR Franklin D. Roosevelt on May 

6th announced the personnel of the state 
power authority which was created by the 
legislature this year. They are Frank P. 
Walsh, New York city lawyer, Professor 
James C. Bonbright of the School of Busi- 
ness at Columbia University, Fred Freestone 
of Interlaken, master of the New York State 
Grange, Morris Llewellyn Cooke of Phila- 
delphia, and Delos Cosgrove, a lawyer of 
Watertown, New York. 

Mr. Walsh and Professor Bonbright were 
members of the legislative commission ap- 
pointed by Governor Roosevelt in 1929 which 
made a survey of the Public Service Com- 
mission Law, at which time they presented a 
minority report. 

The trustees named by the governor must, 
under the Power Authority Law, bring back 
for legislative sanction a comprehensive plan 
for the St. Lawrence hydroelectric develop- 
ment. Much preliminary work will have to 
be done before the building of a dam and 
power plant can be begun. Negotiations with 


which there was a cost of $.83 per thousand 
feet going to pay taxes, depreciation, and 
miscellaneous expenses. The profit, he said, 
was 55.6 cents. 

Comparisons of the gas rates in Atlantic 
City with the rates of the entire industry 
were said to show that the city paid $1.42 
per thousand feet for gas, while the rate of 
the entire industry was $1.09. 

One man attacked high taxes and asked 
“where will the money come from to build 
a plant?” Morris replied that the plant could 
be built and paid off from the profits of the 
municipally owned system, but when the 
questioner tried to talk on the subject the 
crowd heckled him so that he left the meet- 


ing. 


e 


Y ork 


the Federal authorities to determine the rights 
of the state and the Federal government as 
well as negotiations with the Dominion of 
Canada and the Province of Untario are in- 
volved in the project. The question of the 
rights of owners of property along the river 
will also be an important problem for solu- 
tion. 
- 


Penalty for Nonpayment 
Is under Scrutiny 


HE practice of applying a penalty for 

nonpayment of bills promptly has come 
under the scrutiny of the New York commis- 
sion on complaint of the city of Buffalo 
against the Buffalo General Electric Com- 
pany. 

The usual practice throughout the country 
is to add penalties for slow payment or to 
charge a rate sufficiently high to permit a 
discount to those who pay promptly. The 
ultimate result is the same. This practice 
has been adopted by both the privately owned 
and the municipally owned utilities quite 
generally. 
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Commuters Fight to Retain Low 
Ferry Rate 


HIRTY-THREE organizations, scattered 
along the southern front of Staten Island 
and embracing a total membership of more 
than 10,000 members, says the Staten Island 
Advance, gathered under the banner of the 
South Shore Protective Association on May 
Ist to fight for the retention of the 24-cent 
ferry fare for commuters between Staten 
Island and Manhattan. 
They protested against the proposed “exe- 


cution” of the commuters’ special ticket and 

named a committee to draw up a resolution 

embracing their sentiments for forwarding to 

Mayor Walker and the Board of Estimate. 

ce eee are operated by the city of New 
ork. 

The point is advanced that the special fare 
was offered as an inducement to “pioneer” 
down the South Shore. The special fare was 
to compensate the pioneers for the inconven- 
iences entailed, long train rides daily, and the 
resultant sacrifice of time, in commuting be- 
tween Manhattan and the comparatively re- 
mote sections of the South Shore. 


Ohio 


Cleveland Council Favors 
Gas Rate Slash 


HE Cleveland city council has demanded 

that the East Ohio Gas Company reduce 
its rates to an average of 55 cents. The pres- 
ent average rate is 64.86 cents, but because 
of a 50-cent service charge it is said that 65 
per cent of the consumers pay an average of 
70 cents. The utility has claimed that the 
average should be 68 cents. 

An offer of a new franchise rate schedule 
based upon an average of 55 cents has been 
rejected by the East Ohio Company. The 
city officials have indicated that they would 
pass an ordinance on this basis, which would 
mean that the company might be forced to 
go before the commission or into court to 
assert its claim for higher rates. 

The company, according to a statement by 
its president, Ralph Gallagher, is confident 
that a proper determination of valuation and 
cost will justify the utility’s position. Com- 
pany engineers have computed a rate base up- 
ward of $43,000,000, while a report by an ex- 
pert employed by the city indicates a value 
of less than $23,000,000 

In the Cleveland gas rate discussion, as in 
the Columbus rate controversy, there is in- 
volved the question of the gate rate, or the 
amount paid to a producing company by the 


distributing company. In the Columbus case 
the commission has demanded that the Co- 
lumbus Gas and Fuel Company produce, as 
a deposition or as a certificate from the pub- 
lic service commission of West Virginia, all 
the testimony and exhibits used in that body’s 
hearing of rate cases in which the United 
Fuel Gas Company was involved. The Unit- 
ed Fuel Gas Company, which is a related 
concern, furnishes the gas to the Columbus 
company. The city of Cleveland is basing its 
demand for a 55-cent rate on its expert’s 
evalution of the Hope Natural Gas Company 
of West Virginia, from which the East Ohio 
gets most of its supply, as well as the records 
of the Cleveland company. Both companies 
are said to be controlled by the Standard Oil 
Company of New Jersey. 


¥ 
Bell Telephone Case Postponed 


HE public utilities commission on May 

2nd postponed resumption of its hearings 
in the Ohio Bell Telephone Company rate 
case from May 7th to May 25th. This was 
at the request of Attorney General Gilbert 
Bettman with the consent of the company, 
says the Canton Repository. The delay will 
give the state more time to study the testi- 
mony of witnesses for the company. 


Pennsylvania 


Fair Rate Board and Other Util- 
ity Measures Passed in House 


OVERNOR Pinchot’s Fair Rate Board Bill 
has been approved by the Pennsylvania 
house by a vote of 128 to 61. This bill pro- 
vides for a board of seven members, to be 


appointed by the governor by and with the 
consent of two thirds of all the members of 
the senate. Another bill, which would abol- 
ish the present commission, was passed by a 
vote of 129 to 64 in the house. 

A bill amending the law for regulation of 
utilities which also met the approval of the 
house provides that one half of any net earn- 
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ings in excess of 7 per cent on the valuation 
and all excess earnings above 8 per cent shall 
be paid to the state. The prudent investment 
theory of valuation is adopted in this bill for 
new companies, or those seeking a material 
increase in their charter rights, or those who 
would merge their properties. 

Certificates of public convenience and ne- 
cessity would be limited to a term of fifty 
years. Municipal corporations or any law- 
fully constituted district would be given a 
preference in the granting of certificates up- 
on a showing that they can furnish better 
service or service at a lower cost. 

Another provision would give the board 
jurisdiction over the issuance of securities by 
public utilities. The board would also be 
given control over the holders of 1 per cent 
or more of voting capital stock and over all 
affiliated interests holding 10 per cent or more 
of stock. Management, engineering, and 
similar contracts would have to be approved 
by the board. 

This legislation which has passed the house, 
and early in May was before the senate for 
consideration, constitutes a part of the gov- 
ernor’s campaign against the public utilities, 
which he declared have not been adequately 
regulated and have been charging excessive 
rates. Separate investigations of the utilities 
and the present public service commission 
were under way in the senate and in the 
house. For additional information see page 
682 of this issue. 

The house committee, composed of Pinchot 
adherents, made a preliminary report during 
the latter part of April in which it criticised 
the commission and recommended the substi- 
tution of the governor’s Fair Rate Board. 
The report was signed by five of the seven 
members of the committee. A minority re- 
port was filed in which the length of time 
consumed in handling rate cases was men- 
tioned but otherwise the commission was not 
criticised. This report did not recommend 


abolition of the present service commission. 

The attack by the governor and the assem- 
bly committee upon the present commission 
appeared to center largely upon the use of 
reproduction cost in valuation rather than 
the prudent investment theory. The repro- 
duction cost is one of the elements which, ac- 
cording to court decisions, the commission 
must consider. The provision in the pro- 
posed legislation which would require the ac- 
ceptance of the prudent investment theory by 
utility companies seeking any privileges in 
the state is seen as an attempt to compel the 
utilities to waive their constitutional rights 
by contract. 

A bitter fight over this new legislation has 
been waged. The Norristown Times Herald 
in discussing the passage of the bills in the 
assembly says: “Philadelphia members really 
formed the nucleus of the opposition to the 
measures but administration followers, cer- 
tain of their seat in the saddle, were deter- 
mined for a ride to victory. Representative 
Staudenmaier opposed all effort to delay ac- 
tion on the bills, as did Representative D. 
Glenn Moore, Washington, Pinchot floor 
leader and chairman of the House Utilities 
Investigating Committee. While anti-admin- 
istration members attacked the proposed leg- 
islation as ‘reactionary and destructive,’ and 
characterized it as ‘experimental,’ administra- 
tion followers sat tight and voted the three 
bills through in regular order when their 
opponents’ arguments were silenced. 

‘The measures now go to the Senate, where 
they admittedly have less chance of approval 
and will likely be shelved.” 

After getting its preliminary report out of 
the way the house committee gave representa- 
tives of public utilities an opportunity to pre- 
sent their side of the utility question. Sev- 
eral heads of utility companies were to ap- 
pear before the committee to discuss rate 
structures of their companies and to explain 
utility financing. 


e 


South Carolina 


from subscribers in the state had been re- 
ceived. 


Commission Orders General 
Telephone Rate Inquiry 


Aw investigation of telephone rates 
in South Carolina for the purpose of 
determining whether they should be reduced 
and, if so, how much, according to the 
Charleston News & Courier, has been or- 
dered by the commission. All companies 
were ordered to appear before the commis- 
sion on May 12th for the first series of hear- 
ings. 

This action of the commission, it is said, 
came on its own motion. Scattering protests 


v 


Combined Readings of Meters 
Are Opposed by Utility 


Te Duke Power Company has filed in 
Federal court a petition for an interlocu- 
tory injunction to restrain the railroad com- 
mission from enforcing an order requiring 
the company to furnish power at a rate based 
upon the combined readings of meters in 
separate mills owned by a single company. 
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West Virginia 


Temporary Injunctions against 
Gas Rates Are Vacated 


A MAJORITY of the supreme court has de- 
nied the right of gas consumers to pre- 
vent the charging of temporary rates deter- 
mined by the commission for the United Fuel 
Gas Company during proceedings before the 
state regulatory body. Announcement of this 
decision brought, the vacating of injunctions 
granted by circuit courts in various counties. 
The lower courts held that, in view of the 


supreme court order, no discretion was left 
to the circuit judges in similar cases. 

When the controversy over gas rates 
started the commission ordered into effect 
temporary rates. Later permanent rates were 
established, but the commission order was set 
aside by the supreme court. Then the ques- 
tion arose as to whether the temporary rates 
or the rates in effect prior to the commission 
proceedings were legal. The recent action by 
the supreme court results in the establish- 
ment of the temporary rates, which were 
higher, until further disposition of the case. 


e 


Wyoming 


Proposal to Raise City Water 
Rates Meets Objections 


HE city of Sheridan, which operates a 
waterworks for supplying its own citi- 
zens and also users outside of city limits, has 
indicated the necessity of raising rates. Of- 
ficials, according to the Sheridan Press, pro- 
posed to file a petition with the public service 
commission for doubling the present mini- 
mum monthly rate. 
This was on recommendation of the Sheri- 
dan Commercial Club for increasing rates 
and cutting the water supplied to users out- 


side the city limits. In support of the in- 
crease it was pointed out that comparison of 
rates charged in Sheridan with those charged 
in other cities of comparable size showed the 
Sheridan rates to be very much lower, in 
some cases less than half as much. 

Citizens and others, according to the Press, 
have argued hotly over the proposal. Some 
understood that the city intended to cut off 
water to outside users, but officials have ex- 
plained that they merely intended to charge 
a sum sufficient to approximate in some man- 
ner an equal distribution of the burden of 
cost between outside users and taxpayers and 
users within the city. 





They Say That— 


Estimates of the capital invested in public utility enterprises in 
the United States vary from $11,000,000,000 to $17,200,000,000. 
* ok 


AMERICAN railroads established an extraordinary record for safety 
in 1930; only seven passengers were killed, out of over 700,000,000 


carried, 
*x 


* 


Ex-Kine Alfonso of Spain has for several months been considering 
an offer to accept the presidency of an international corporation in the 


public utilities field. ‘ 


* 


THE distinction of having the most paved streets per capita of any 
city in the United States is claimed by Glen Ellyn, Illinois, which has 
274 lineal feet of pavement for each of its 7,628 inhabitants. 


Tue heaviest train of cars ever hauled by a locomotive was made 
up of a hundred loaded 120-ton cars of coal, aggregating 16,000 gross 
tons, which traveled over the on: Railroad May 25, 1921. 


“Deap men’s buttons,” (a ie which requires the weight of a 
motorman’s hand on the control to keep the car in motion) have been 
ordered installed on the one-man cars of the Second Avenue Railway 
in New York city. 
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The Latest Utility Rulings 





Arizona Favors Competitive Motor Carrier Operations 


VERY significant decision of the 

Arizona commission, in granting 
an application of a motor carrier for a 
certificate to operate along the new Su- 
perior highway, seems to line the regu- 
latory body of that state up with the 
minority group of state commissions 
who favor regulation by competition, 
as compared with the larger group who 
subscribe to the doctrine that regulated 
monopoly is the soundest economic 
treatment of utility operations. This 
decision affects, of course, only motor 
carrier regulation. It does not follow 
from it that the Arizona commission 
would necessarily apply the competitive 
principle to the regulation of gas, elec- 
tric, telephone, or other utility services 
which are more monopolistic by nature. 
The evidence in the case indicates that 
there was already in existence a newly 
authorized certificated motor carrier. 
In granting the new application, not- 
withstanding the existence of this op- 


erator, the majority opinion by Com- 
missioners Betts and Howe stated: 
“Under no condition will this commis- 
sion be a party to a monopoly of the use 
of the highways of Arizona for profit 
by any motor vehicle line, when suffi- 
cient business is shown to exist justi- 
fying more than one operator.” A vig- 
orous dissenting opinion was registered 
by Commissioner Vaughn, who appar- 
ently believed that the action of the 
majority was contrary to the an- 
nounced regulatory policy of the state, 
as well as to precedent contained in de- 
cisions by courts of high authority. 
Commissioner Vaughn also pointed out 
that “to divide the business of a utility 
by inaugurating the principle of com- 
petition is either an indirect reduction 
of income to the utility or an increase 
of rates to the consumer.” Re Grady 
Harrison's Freight Service (Ariz.) 
Docket No. 4163-A-2212, Decision No. 
5931. 


e 


The Ohio Commission May Compel the Performance 
of an Inter-Utility Supply Contract 


URING the summer of 1929, the 

Ohio Power Company had a dif- 
ference with the Suburban Power Com- 
pany to which it furnished power at 
wholesale rates in the state of Ohio. 
The Ohio Company threatened to dis- 
continue service unless the Suburban 
Company made certain payments. The 
latter appealed to the Ohio commission 
and after some negotiations a tempo- 
rary agreement as to payment was 
signed by both organizations. Shortly 
after that, however, the Suburban 
Company failed to perform even ac- 
cording to the temporary agreement, 
and again the Ohio Company threat- 


ened to discontinue. The commission 
ordered both parties to appear and is- 
sued an order directing the Suburban 
Company to make payments according 
to the contract and compelling the Ohio 
Company to continue service. Both 
companies disputed the right of the 
commission to make such an order. On 
appeal, the supreme court decided that 
the commission had the power to com- 
pel the continuance of public utility 
service which had been legally estab- 
lished to the end of the full term of an 
existing contract, but that it had no 
authority to compel a utility to furnish 
service to another utility or to anyone 
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else who failed to make payment there- 
for. The commission’s order was 
accordingly affirmed as against the 
Suburban Company, but modified as 


against the Ohio Company. Suburban 
Power Co. et al v. Public Utilities Com- 
mission (Ohio St.) Nos. 22440, 22477, 
175 N. E. 202. 


e 


Deliberate Injury to a Utility’s Rival As a Cause 
for Revoking Its Permit 


F Wp instance of the sort of 
cat and dog fight between rival 
carriers that can grow out of competi- 
tion between utilities was demonstrated 
in a recent complaint by one bus car- 
rier operating in St. Louis county 
against another operating in the same 
vicinity. Each carrier charged the oth- 
er with deliberate collision, ditching, 
stealing patrons, and other unfair prac- 
tices. The commission thought that 
the testimony on a whole indicated that 
the two complaining motor carriers 
had been more diligent in securing pa- 
trons that might go to their competitor 
than they had been in rendering the 


public adequate, sufficient, and efficient 
service. The commission pointed out 
that both carriers were servants of the 
public and, in its report, stated in 
part: 


“The commission, however, is inclined to 
look upon both complaints as due some- 
what to the heat of rivalry between the two 
motor carriers and does not believe that it 
would be justified in revoking the certifi- 
cates of either one at this time. The com- 
mission will not at this time issue a final 
order in this case, but will defer a final 
order for a period of sixty days, during 
which time observation will be made of 
the service rendered by each party to this 
proceeding.” Bus Belt Lines, Inc. v. Baird 
(Mo.) Case No. 7463. 


e 


Unclaimed Reparation Funds Go to Local 
Governmental Authorities 


A NOVEL feature of the recent order 
of the Ohio commission, in di- 
recting the Citizens Telephone Com- 
pany, of Circleville, to pay back charg- 
es which it had collected from its sub- 
scribers in excess of an amount which 
would produce 7 per cent return on the 
value of the company’s property as 
compiled by the commission, was an 
injunction that “any refunds due any 
subscribers on account of excess col- 


lection as above set forth, which shall 
not be paid to such subscriber on ac- 
count of inability to locate or any other 
reason, shall at the expiration of one 
year from the date such refunds be- 
come payable, be paid to the treasurer 
of the county or other political subdivi- 
sion, in which the premises of such sub- 
scriber were located, for the benefit of 
the general fund. Re Citizens Tele- 
phone Co. (Ohio) A. U. R. P. No. 268. 


e 


Georgia May Not Regulate a Private Motor Carrier 


HE right of a state to tax or other- 

wise regulate a private carrier 
through a statutory requirement that 
he obtain a certificate of convenience 
and necessity before engaging in such 
activities has been denied by the su- 
preme court of Georgia. It did not 


seem to be disputed in this proceeding 
that the motor carrier was a private 
carrier who did not hold himself out to 
serve the public indiscriminately for 
hire. The novel contention made in the 
case, however, was that the Georgia 
act was not a regulation of common 
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carriers as such, but a regulation by 
the state of the use of highways. It 
was urged that since the state, by vir- 
tue of its control of the highways, had 
the power to prescribe the conditions 
upon which persons may use the same, 
it could constitutionally prescribe the 
conditions upon which persons might 
prosecute the business of transporting 
property for hire, irrespective of wheth- 
er such business be by a public or pri- 


vate carrier. The court, in sustaining 
the suit of the carrier to restrain at- 
tempted regulation by the commission, 
pointed out that the Motor Carrier Act 
of 1929 was not an act to regulate the 
use of public highways, but was ex- 
pressly declared to be an act to regu- 
late the business of transportation by 
motor vehicles for hire. McIntyre et 
al v. Harrison et al. (Ga. Sup. Ct.) 
No. 7887, 157 S. E. 499. 


& 
A Tennessee City Changes Its Wholesale Power Trading 


HE city of Springfield has a right 

to sever its agreement to take 
power from the Tennessee Electric 
Company, according to a decision of 
the commission of that state approving 
a contract for the purchase of future 
power by the city from the Tennessee 
Light & Power Company. The former 
company had protested against the ap- 
proval on grounds that the latter com- 
pany and the city “had entered into a 
secret compact” designed to deprive 
the protesting company of its legitimate 
business and to create taxable values 


outside the state, since the Tennessee 
Light & Power Company is a Kentucky 
corporation. The commission found, 
however, that the city had merely ex- 
ercised powers contained in a clause of 
its former contract, permitting a rev- 
ocation on six months’ notice. But 
the commission refused to approve of a 
portion of the new contract attempting 
to specify rates at which electric serv- 
ice is to be rendered. The commission 
reserved to itself the jurisdiction to fix 
such charges. Tennessee Electric Pow- 
er Co. v. Springfield (Tenn.) 


& 


Settlement Pact between Rivals for a Bus Permit Is Enforced 


URING the fall of 1928 there was 

much ado before the Texas com- 
mission as to the party that should be 
granted authority to operate as a mo- 
tor carrier between Lufkin and Hunt- 
ington. Two applicants, Kennedy and 
McMullen, respectively, were rivals 
for the grant. Prior to a determina- 
tion by the commission on either ap- 
plication McMullen agreed to waive his 
right to the certificate in favor of Ken- 
nedy in return for certain royalties. 
The commission in due time took up 
the matter but refused to approve of 
this stipulation. Nevertheless, it did fi- 
nally grant the certificate to Kennedy. 
Kennedy paid McMullen according to 
the agreement for nearly a year and 
then quit, saying that since the con- 
tract was not approved by the commis- 


sion it was void as granting a perpet- 
ual royalty without consideration con- 
trary to public policy. The court sus- 
tained McMullen’s suit, however, hold- 
ing that the parties were not contracting 
to secure the approval of the commis- 
sion, but were contracting subject to 
such approval which they believed was 
essential to the validity of the contract. 
When this approval became unneces- 
sary the clause requiring it became un- 
necessary. The court held also that the 
contract did not violate public policy, 
but that an agreement by an applicant 
for a certificate of convenience and 
necessity to withdraw his application 
is a sound consideration for benefits 
to be paid to him under a contract. 
Kennedy et al. v. McMullen (Tex. Ct. 
Civ. App.) Requisition No. 42049. 
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ge Arizona commission, in grant- 
ing an application of the Central 
Arizona Light & Power Company to 
make effective certain rates for gas and 
electric service to its patrons, has ap- 
proved of a general gas rate adjust- 
ment which, while resulting in a con- 
siderable reduction of rates generally, 
has the effect of increasing rates in 
certain individual cases. The new rate 
structure is of the so-called “promo- 
tional” variety, calculated to stimulate 
increased use of service by means of 
especially attractive rates for succeed- 
ing blocks of consumption. The opin- 
ion stated: 
“The commission is of the opinion that 
rate reductions which involve the employ- 
ment of rates iff such form as will en- 
courage a wider use of electric and gas 


ee Michigan commission has re- 
vised a former rule (36d, Order 
No. 1692) requiring that two and three 
wire single phase induction type meters 
up to and including 25 amperes of me- 
ter element should be inspected every 
forty-eight months. Under the new 
ruling, effective May 1, 1931, the in- 
terval for such small capacity alternat- 
ing current meters has been increased 
to sixty months. Re Standards For 
Electric Service. (Mich.) 


The operators of a small electric 
plant were granted a certificate of con- 
venience and necessity by the Colorado 
commission to commence operations as 
a utility, notwithstanding the fact that 
the plant had already been in operation 
for some time without commission au- 
thority, where the owners had never 
originally intended to become a utility 
and where that status had attached 
without any conscious effort on the part 
of such owners. Re Bloom Mercantile 
Co. et al. (Colo.) Application No. 1529, 
Decision No. 5346. 
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A Gas Rate Cut in the “Promotional Form” Is Approved 
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Other Important Rulings 
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service are doubly beneficial in that; first, 
they permit the present long hour con- 
sumers to benefit in the reduction in pro- 
portion to their contribution to a reduction 
of the utility costs as arising out of such 
long hour use; and second, while permit- 
ting an extended use at reduced cost, they 
induce such further use as will make ad- 
ditional reductions in the cost of produc- 
tion and distribution, thus leading to fur- 
ther rate reductions in the future.” 


The commission observed that in this 
case the price need not be increased to 
any consumer above that of the past, as 
the rate schedules would specify an op- 
tional privilege permitting any consum- 
er to remain on previously established 
schedules, if he so elects. Re Central 
Arizona Light & Power Co. (Ariz.) 
Docket No. 2926-F-291, Decision No. 
5925. 





The supreme court of Florida has 
sustained an order of the railroad com- 
mission of that state, permitting a mo- 
tor utility to substitute five 24-passenger 
busses for five 7-passenger sedans in the 
business of transportation for hire up- 
on public highways in Florida. The 
court pointed out that the permission 
for such a substitution of service was 
not the grant of original authority to 
operate, but merely permission to in- 
crease the capacity for service already 
being rendered. Florida Motor Lines, 
Inc. v. State Railroad Commission 
(Fla. Sup. Ct.) 132 So. 851. 


The California commission has ruled 
that the mere fact that a proposed stock 
issue, upon the consolidation of utility 
property, will not increase total stock 
outstanding, but merely result in an ex- 
change of stock for stock on the basis 
of par for par, is not sufficient reason 
for authorizing such issue in the 
amount requested. This was a pro- 
ceeding by the Midland Counties Pub- 
lic Service Corporation to transfer 
















properties to the San Joaquin Light & 
Power Corporation for a partial con- 
sideration not exceeding $729,000 in 
common stock of the latter company. 
Re Midland Counties Public Service 
Corp. et al. (Cal.) Decision No. 23508, 
Application No. 17164. 


An interesting and recent decision of 
the United States Circuit Court of Ap- 
peals has sustained the validity (as to 
third parties at least) of a mortgage of 
a certificate of convenience and neces- 
sity to operate a motor carrier line. In 
this case the original holder of the cer- 
tificate mortgaged the same and subse- 
quently became bankrupt. The certifi- 
cate was sold and the question before 
the court was whether the proceeds 
should go to satisfy the mortgage. The 
appellate court held in the affirmative, 
and in answer to the contention that 
such a mortgage was contrary to pub- 
lic interest pointed out that only the 
state upon direct attack could question 
the validity of such a mortgage. First 
National Bank of Weatherford v. Hol- 
liday (U. S. Cir. Ct. App.) No. 5997, 
47 Fed. (2d) 67. 


District of Columbia Court of Ap- 
peals has sustained the ruling of the 
Federal Radio Commission, dismissing 
an application by Marquette University 
(station WHAD) for an increase in 
broadcasting power, because there was 
no showing that the commission’s find- 
ing was contrary to evidence. Mar- 
quette University v. Federal Radio 
Commission (D. C. Ct. App.) No. 
5253, 47 Fed. (2d) 406. 


The constitutionality of a California 
statute, revoking the license to operate 
a motor vehicle within the state of any 
operator who fails to satisfy judgment 
against him for damages done through 
such operations within fifteen days 
after the entry of such judgment, has 
been sustained. The court refused to 
agree with the contention that the law 
was unconstitutional as preferring a 
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The stat- 
ute was held inapplicable to the par- 
ticular case before the court, however, 
because the accident occurred before 


rich man over a poor man. 


the effective date of the statute. Wat- 
son v. Division of Motor Vehicles et 
al. (Cal. Sup. Ct.) S. F. No. 14077. 


As the result of an informal com- 
plaint by a motorist, who claimed that 
he had been temporarily blinded by hav- 
ing a spotlight flashed in his face from 
a bus coming from an opposite direc- 
tion, the Missouri commission has or- 
dered that all spotlights carried on 
busses of the Pickwick-Greyhound 
Lines shall be so securely fastened as 
to be incapable of ready movement by 
the hand of the bus operator. Public 
Service Commission v. Pickwick-Grey- 
hound Lines, Inc. (Mo.) Case No. 
7336. 


Departing from its accustomed pol- 
icy, the New Jersey Board of Public 
Utility Commissioners has granted the 
application of the Long Beach town- 
ship for permission to construct a grade 
crossing over the tracks of the Phila- 
delphia & Beach Haven Railroad in that 
township. The commission observed 
that its general policy was to prohibit 
the further establishment of public 
grade crossings, but that an exception 
would be made on a showing that the 
absence of such a crossing would ma- 
terially affect the growth and develop- 
ment of communities and the physical 
conditions contiguous to the crossings 
would not create an undue hazard. Re 
Long Beach Township. (N. J.) 


The Pennsylvania & Atlantic Railroad 
Company has been granted authority 
to abandon its Island Heights branch 
operating between Toms river and 
Island Heights, in Ocean county, New 
Jersey, and to substitute busses upon a 
showing that the earnings on the branch 
decreased 44 per cent in 1929 as com- 
pared with 1925. Re Pennsylvania & 
Atlantic Railroad Co. (N. J.) 


Nore.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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52 MARYLAND COURT OF APPEALS 


Harold E. West et al. 


Sun Cab Company, Incorporated 


[No. 11.] 
(— Md. —, 154 Atl. 100.) 


Motor carriers — Commission jurisdiction — Liability insurance. 


The Commission, in the exercise of its statutory powers to “determine the 
. just, reasonable, safe, reasonably adequate, and proper regulations, prac- 
tices,” of common carriers has no authority to require taxicab operators 
to carry public liability insurance or to maintain an indemnity reserve 
fund as a prerequisite to a permit to operate such cabs. 


[March 19, 1931.] 


A PPEAL by the members of the Public Service Commission 

from a lower court decree restraining the enforcement 

of an order of the Commission, requiring a taxicab company 

to file a public liability insurance as a prerequisite to the issu- 

ance of an operating permit; lower court affirmed. For lower 
court decision see P.U.R.1930E, 452. 


y 


APPEARANCES: William Cabell Argued before Bond, C. J.; Patti- 
Bruce and John Henry Lewin, both son, Urner, Adkins, Offutt, Digges, 
of Baltimore, for appellants; Ran- Parke, and Sloan, JJ. 
dolph Barton, Jr., of Baltimore (A. 

E. Jacobson, Washington, D. C., and Stoan, J.: The Public Service 
Samuel J. Aaron, of Baltimore, on the Commission of Maryiand, composed 
brief) for appellee. of Harold E. West, J. Frank Harper, 
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and Steuart Purcell, appellant, by an 
order (No. 16,043), passed August 
20, 1930, required the Sun Cab Com- 
pany, which operates about two hun- 
dred taxicabs in Baltimore, “to take 
out and carry public liability insur- 
ance in a responsible insurance com- 
pany or companies and in form satis- 
factory to the Commission, and in the 
amount of $10,000 for any one per- 
son, and $20,000 for any one accident 
for each cab operated by the said com- 
pany or by any lessee, licensee, or per- 
missive user of the said company.” 
In lieu of this requirement the com- 
pany was authorized to provide and 
maintain an indemnity reserve fund 
of not less than $100,000. A petition 
for a rehearing was filed and there- 
after, on September 5, 1930, an order 
(No. 16,104) was passed in the orig- 
inal form but with reduction in the 
liability for each cab to $5,000 and 
$10,000, or in lieu thereof a cash in- 
demnity reserve to $60,000. There- 
upon the appellee filed a bill for in- 
junction denying the authority of the 
Commission to pass such an order and 
praying a preliminary injunction or 
staying order pending the termina- 
tion of the equity proceeding, on 
which a restraining order was passed 
as prayed. 

The Commission answered and de- 
murred and the evidence taken before 
the Commission was the only evidence 
submitted to the chancellor. There is 
no need to repeat the allegations of 
the bill or of the answer, nor to re- 
hearse the evidence, as there is only 
one question involved and that is the 
power of the Commission to require 
taxicab owners to take out indemnity 
insurance as a prerequisite to a permit 
to operate cabs in this state. 


P.U.R.1931C. 


The appellant admits there is no 
statutory provision which in terms au- 
thorizes it to impose on any taxicab 
owner the condition that before he can 
engage in the business of conveying 
passengers for hire, he must take out 
indemnity insurance, but contends that 
the authority is among the implied 
powers of the Commission, and that 
the logical and reasonable construc- 
tion of the Act of 1910, Chap. 180 
(Code, Art. 23, § 349, et seq.) war- 
rants the passage of the orders in this 
case as conducive to the safety of pas- 
sengers and others using the public 
streets. There is no dispute of the 
authority of the Commission over the 
operation of taxicabs. 

It is provided by Art. 23, § 379, 
that “No common carrier . 
shall exercise any franchise 
or right without first hav- 
ing obtained the permission and ap- 
proval of the Commission. The Com- 
mission shall have power to grant the 
permission and approval herein speci- 
fied whenever it shall, after due hear- 
ing, determine that such exer- 
cise of the franchise or privilege is 
necessary or convenient for the public 
service”; and, by § 373 that “when- 
ever the Commission shall be of the 
opinion, after a hearing, had upon its 
own motion or upon complaint, that 
the regulations, practices, equipment, 
appliances, or services of any common 
carrier or other such corporation in 
respect to any services, transportation 
of persons, freight, or property with- 
in this state, are unjust, unreasonable, 
unsafe, unreasonably improper, or in- 
adequate, the Commission shall deter- 
mine the just, reasonable, safe, rea- 
sonably adequate, and proper regula- 
tions, practices, equipment, appliances, 
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and service to be in force and to be 
observed in respect to such transpor- 
tation of persons, freight, and prop- 
erty, and so fix and prescribe the same 
by order to be served upon every 
common carrier or other corporation 
to be bound thereby”; and by § 362, 
that “every corporation, person, or 
common carrier performing the serv- 
ices designated in the preceding sec- 
tions shall furnish with respect there- 
to such service and facilities as shall 
be safe and adequate and in all re- 
spects just and reasonable.” 

There were other sections quoted 
in the appellant’s brief, but it is un- 
necessary to refer to them here, as 
the Commission derives its authority 
from the sections here quoted, or it 
does not have any such power as it 
here undertakes to exert. The powers 


of the Commission are such as are 
conferred by the Act of 1910, Chap. 


180, and amendments, known as the 
Public Service Commission Law, and 
all its acts are legislative; but, unlike 
the legislature, it is limited strictly to 
the powers so delegated. Gregg v. 
Public Service Commission (1913) 
121 Md. 1, 87 Atl. 1111. As stated 
by Judge Offutt in Public Service 
Commission v. Philadelphia B. & W. 
R. Co. 155 Md. 104, 114, P.U.R. 
1928E, 139, 148, 141 Atl. 509: “It 
exercises a naked statutory authority, 
and has no powers save such as were 
expressly granted to it by the legisla- 
ture and such implied powers as are 
necessary to enable it to exert its ex- 
press powers.” The appellant cites 
and quotes, Re Opinion of the Justices 
(1925) 251 Mass. 569, 147 N. E. 
681; Re Opinion of the Justices 
(1925) 81 N. H. 566, 129 Atl. 117; 
Sprout v. South Bend (1928) 277 


P.U.R.1931C. 


U. S. 163, 72 L. ed. 833, 48 Sup. 
Ct. Rep. 502; People v. Martin 
(1922) 203 App. Div. 423, 197 N. Y. 
Supp. 28; Weksler v. Collins (1925) 
317 Ill. 132, 147 N. E. 797 ; Common- 
wealth v. Slocum (1918) 230 Mass. 
180, 119 N. E. 687, and Lutz v. New 
Orleans (1916) 235 Fed. 978, as au- 
thorities for the constitutionality of 
statutes and ordinances requiring taxi- 
cab owners to take out indemnity in- 
surance as a prerequisite to a license 
to operate cabs. Conceding this to be 
true, and the authorities almost with- 
out exception so hold (see note to 
Packard v. Banton [1924] 264 U. S. 
140, 68 L. ed. 596, 44 Sup. Ct. Rep. 
257), we have no such statute here 
unless the legislative requirement of 
such security be read into the Act of 
1910 and is one of the instances of an 
implied power “necessary to enable it 
(the Commission) to exert its express 
powers.” 

For its contention that such an or- 
der as the one here contested is jus- 
tified as a “practice” conducive to the 
safety of passengers, and which 
would make the streets safer for those 
using them, the appellant’s sole reli- 
ance is on statements made in several 
of the cases cited by them that such 
legislation (and they were only con- 
sidering statutes or ordinances passed 
in pursuance of statutes), would re- 
sult in greater care on the part of op- 
erators and more caution on the part 
of owners in the selection of drivers. 

The courts are not concerned with 
the reasons which move the legislature 
to enact legislation, the only judicial 
considerations being those. of power 
to enact a law, and the intent, if any 
question be raised as to its meaning, 
and it is the question of legislative in- 








tent under a statute and the meaning 
which the Commission ascrikes to it 
which we must decide. What we here 
say is that the legislature has the pow- 
er to impose a tax, license, or fee on 
cabs which use the roads and streets 
of the state for hire, but that it has 
not undertaken to exert this power 
through the statute now before this 
court for interpretation, and that no 
such power exists in the Commission 
for the exercise of such authority as 
it has, by the passage of the order 
complained of, assumed. 

Nearly all of the decisions are as to 
the validity of statutes and ordinances 
imposing license fees on taxicabs and 
motor busses operated on _ public 
streets and roads for hire, and while 
some of the courts have assigned the 
speculative guessing of added safety 
as a legislative reason for such stat- 
utes, they all put them on the ground, 
which is unassailable that the legisla- 
ture has the right to impose or author- 
ize the exaction of such a requirement 
on those using the public highways 
for gain as a condition precedent to 
such use. The power of the legisla- 
ture to impose this condition on vehi- 
cles operated for hire or gain as stat- 
ed in Packard v. Banton, supra, at p. 
145 of 264 U. S., to which there ap- 
pears to be no dissent anywhere, is: 
“The streets belong to the public and 
are primarily for the use of the pub- 
lic in the ordinary way. Their use 
for the purposes of gain is special and 
extraordinary, and, generally at least, 
may be prohibited or conditioned as 
the legislature deems proper.” The 
purpose of such legislation, as stated 
in Re Opinion of the Justices (1925) 
251 Mass. 569, 608, 147 N. E. 681 is: 
“To protect careful travelers on the 


P.U.R.1931C. 


MARYLAND COURT OF APPEALS 





highway injured by negligence in the 
operation of motor vehicles, and to af- 
ford them some redress for such inju- 
ries.” 

The appellant contends in effect 
that while the legislature did not in 
terms require cabs or motor vehicles 
operated for hire to take out indemni- 
ty insurance, it intended that they 
should and that its intention is ex- 
pressed by the “practices” and “‘safe- 
ty” clauses in the act. We do not have 
any expression of the legislature in 
the act as to what its purpose or in- 
tention was, but we do have the con- 
struction which an administrative 
board or creature of the legislature, 
from which that board derives all its 
authority, places on it. It assumes to 
do what the legislature has not done. 
The construction of law is a judicial 
function, and unless the language of 
a statute is so clear and unambiguous 
as to construe itself, it is for the 
courts to say what the legislature 
means and intends. Marburg v. Mer- 
cantile Bldg. Co. (1928) 154 Md. 
438, 140 Atl. 836; Maryland Theatri- 
cal Corp. v. Manayunk Trust Co. 
(1929) 157 Md. 602, 609, 146 Atl. 
805. But while it is the province of 
the courts and not the legislature, to 
interpret the law, the courts are not 
shut off from any discussion or sourc- 
es of information available to the leg- 
islature in order to ascertain the leg- 
islative intent. Bangs v. Fey (1930) 
159 Md. —, 152 Atl. 508; Lewis’ 
Sutherland Statutory Construction, 
(2nd Ed.) §§ 470, 471. 

The contention is here made that 
the order establishes a practice which 
would tend to the public safety. The 
brief does not attempt the definition 
of a “practice” and no authority is 
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cited. The only case we find is Ex 
parte Delaney (1872) 43 Cal. 478, 
480, to test the validity of an ordi- 
nance under which the petitioner had 
been arrested for profanity, which 
provided for the prohibition, suppres- 
sion, or regulation of “all occupations, 
houses, places, pastimes, amusements, 
exhibitions, and practices which are 
against good morals, contrary to pub- 
lic order or decency, or dangerous to 
the public safety.” There the court 
said: “The word ‘practices’ as used 
in the statute necessarily implies an 
act often repeated by the same per- 
son.” “A succession of acts of a sim- 
ilar kind or in a like employment.” 
Rawles’ Ed. 3rd Rev. Bouvier’s Dic- 
tionary. “Practice” is defined in the 
Oxford Dictionary as “The action of 
doing something; performance, exe- 
cution; working, operation; method 
of action. A habitual way or mode 
of action; a habit, custom; something 
done constantly or usually; a habitual 
action.” In none of these do we see 
any meaning or _ interpretation 
ascribed to the word from which it 
might be inferred that the “practices” 
of a public utility or carrier have to 
do with anything except its physical 
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operations which have been or, after 
an order of the Commission, would 
become customary and usual. 

We cannot, therefore, justify the 
action of the Commission on the 
ground that it is or would be one of 
the “practices” intended by the stat- 
ute, nor do we think it can be support- 
ed under the safety clauses of the act. 
It is not a device, contrivance, equip- 
ment, facility, practice, operation, or 
regulation having any relation to the 
public safety. Such a requirement as 
the order of the Commission imposes 
is legislative, and until the legislature 
speaks those who use the public roads 
and streets of this state for business 
or pleasure are not required to do any- 
thing except to pay their taxes and the 
license fees required by the Motor Ve- 
hicle Act. (Code, Art. 56), subject 
to such regulations as are provided by 
law. 

Objection was also made to the or- 
der that it was not general in its appli- 
cation to all cabs, but inasmuch as we 
hold that the Commission has no au- 
thority to pass such an order on any 
or all cab owners, the objection need 
not be considered. 

Decree affirmed. 





UTAH SUPREME COURT 


Logan City 


Vv 


Public Utilities Commission of Utah 
[No. 4889.] 
(— Utah, —, 296 Pac. 1006.) 


Rates — Commission authority — Franchise rates once altered. 
1. The Commission may regulate rates of a telephone company operating 
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within a city without a specific finding as to the reasonableness or unrea- 
sonableness of rates for such service previously fixed in a franchise 
granted by the city to the utility, where such franchise rates had already 
been altered by the Postmaster General during the period of operation 
by the United States Government, and continued in force at the termi- 
nation of government operation by a previous order of the Commission, 
p. 7. : 
Commissions — Power to interfere with management — Change in operating 
methods. 
2. The Commission has no power to interfere with the managerial dis- 
cretion of a telephone company, in adopting a policy of abandoning street 
poles in favor of the interior block system of locating such poles within 
city blocks in back yards or alleys, in the absence of evidence of bad faith, 
dishonesty, or gross inefficiency on the part of the management, p. 8. 
Valuation — Segregation of rural system from city exchange. 
3. The failure of a Commission to include the value of rural lines con- 
nected with a telephone company, operating a city exchange, in fixing the 
rate base of the company was sustained as proper on appeal, in view of the 
benefit derived to city patrons from such rural connection, p. 9. 
Return — Confiscation — Earnings of separate exchange units. 
4. It is not the law that the Commission must require a telephone com- 
pany to maintain confiscatory rates at one exchange merely because it is 
doing business at another exchange at confiscatory rates, p. 10. 
Valuation — Commission duty — Check of appraisals — Lack of sufficient funds. 


5. The failure of the Commission, through the lack of sufficient appro- 
priations to verify and check the valuation appraisals for utility rate mak- 
ing to the satisfaction of protesting members of the public, is a condition 
which the court cannot remedy since such remedy is within the province 
of the legislature, p. 11. 


(Stravp, J., concurs specially.) 
[March 17, 1931.] 


O RIGINAL proceeding to review an order of the Public Utili- 
ties Commission fixing telephone rates; order affirmed. 
e 

APPEARANCES: Leon Fonnesbeck, tain States Telephone & Telegraph 
of Logan, for plaintiff; George P. Company, hereinafter called the com- 
Parker, Attorney General, and Van _ pany, to review an order of the Com- 
Cott, Riter & Farnsworth, of Salt mission authorizing a new and higher 
Lake City, for defendant. schedule of rates for telephone serv- 

ice in the Logan exchange. 





Fotianp, J.: This is an original 
proceeding by Logan City, a munici- 
pal corporation of Utah, hereinafter 
called the city, against the Public Util- 
ities Commission of Utah, hereinafter 
called the Commission, and the Moun- 
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The company on November 14, 
1927, filed with the Commission its 
petition for an increase in rates, al- 
leging that the rates then in effect 
failed to yield a fair and reasonable 
return on the value of its property 
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used and usable in telephone service 
in the Logan exchange. The city filed 
a petition in intervention protesting 
and objecting to any increase in rates. 
After a hearing the Commission made 
and filed its report and order author- 
izing the company to put into effect 
the proposed higher rates effective 
April 1, 1929. In its report the Com- 
mission found that the total value, for 
rate-making purposes as of December 
31, 1926, of the Logan exchange was 
$295,548.42, that for the year 1926, 
net results of operation show a return 
of 2.37 per cent on the average value 
of the property, and that the annual 
rate of return, after granting the rates 
prayed for, would be 4.86 per cent. 
The valuation found was based on the 
valuation as of August 31, 1919, as 
fixed by the Commission in a former 
case wherein the valuation of all the 
properties of the applicant within the 
state of Utah was determined, togeth- 
er with additions and _ betterments 
shown to have been made since that 
date. The average annual rate of re- 
turn for the 5-year period ending with 
and including the year 1927 was 
shown to be 1.11 per cent, the year 
1926 having the highest rate of re- 
turn during such 5-year period. 

Plaintiff has alleged several specific 
objections to the report and order of 
the Commission. These will be dis- 
cussed in the order presented. 

[1] The first objection is that the 
Commission failed to make any find- 
ing with respect to the allegation that 
the company is bound by the schedule 
of rates set out in the franchise ordi- 
nance of the city, which rates are low- 
er than the schedule of rates approved 
by the Commission. Plaintiff con- 
cedes that the Commission has author- 
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ity under the statutes of the state and 
decisions of this court to set aside 
franchise or contract rates, but con- 
tends that this may be done only upon 
and after a specific finding that such 
rates are unreasonable, and that the 
Commission has no power to vacate 
franchise or contract rates if such 
rates are in fact fair and reasonable. 
The franchise from Logan City un- 
der which the company is operating 
provided for the charging of certain 
specified rates for the different classes 
of service, with provision for other 
and higher rates after the city had at- 
tained a population of 10,000 and un- 
til its population had reached 50,000. 
The franchise also contained the pro- 
vision that “in the event a Public Util- 
ity Commission or similar body is cre- 
ated by law within the state of Utah, 
then the force and effect of this sec- 
tion shall yield to the rulings of said 
Utility Commission, or other body, to 
the extent of the powers vested by law 
in such Utility Commission or other 
body to regulate the rates of the 
grantee.” 

The United States Government, as 
a war measure, took over all the tele- 
phone properties of the company July 
31, 1918, and operated them until 
July 31, 1919, when they were re- 
turned to the company. While in 
government control all telephone rates 
throughout the United States were in- 
creased by order of the Postmaster 
General. The rates in effect in Logan 
City fixed by the franchise were sub- 
stantially increased by this order. 
After the telephone system was re- 
turned to the company by the govern- 
ment, the Commission, on application 
made by the company, in Case No. 
206, made an order continuing in 
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force the same rates as had been fixed 
by the Postmaster General. The Com- 
mission thus exercised jurisdiction 
over the rates charged by the com- 
pany at Logan and authorized an in- 
crease over what had been specified in 
the franchise. This was a ruling reg- 
ulating rates within the proviso in the 
franchise above quoted. The Com- 
mission in the present case did not 
change rates fixed by franchise, for 
these had already been superseded by 
the rates established in Case No. 206. 
The franchise rates having been ter- 
minated by the exercise of jurisdiction 
and order of the Commission in the 
former case, no finding or order with 
respect to the franchise rates was nec- 
essary in this case. Denney v. Pacific 
Teleph. & Teleg. Co. 276 U. S. 97, 
72 L. ed. 483, P.U.R.1928C, 408, 48 
Sup. Ct. Rep. 223; California R. 
Commission v. Los Angeles R. Corp. 
(1929) 280 U. S. 145, 74 L. ed. 234, 
P.U.R.1930A, 1, 50 Sup. Ct. Rep. 71. 

[2] Plaintiff complains that the 
Commission failed to make a finding 
on the issue presented by its petition 
on the matter of poles owned and 
maintained jointly by the company 
and the city. 

Upon renewal of the franchise in 
1915, by contract between the city and 
the company, it was agreed that the 
poles owned by the city and used by 
it as a part of its electric system, and 
the poles of the company used by it 
in its telephone system, all located in 
the streets of the city, should be joint- 
ly used, owned, and maintained by 
them. The company is under obliga- 
tion by virtue of this contract to bear 
half the cost of maintenance of these 
poles, whether it uses them or not, un- 
til 1935. There are now 1,386 poles 
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in the streets of the city jointly owned. 
The company within the last five or 
six years changed its policy and 
adopted what is called the interior 
block system. That is, the poles and 
wires are located inside the block, and 
houses are connected with wires from 
poles in the back yards or alleys in- 
stead of from poles in the street. Six 
hundred thirty-five of the jointly 
owned poles have been abandoned by 
the company, and it is the intention of 
the company to further extend the in- 
terior block system from time to time 
as convenient or necessary, which will 
result in the abandonment of its use 
of all the jointly owned street poles. 

In its report the Commission said: 

“With reference to jointly owned 
poles, the Commission is of the opin- 
ion, and so ruled at the hearing, that 
inasmuch as neither the applicant nor 
Logan City is asking relief from the 
contract governing the jointly owned 
poles the subject is not material in this 
case.” 

The city contended that the change 
to the interior block system imposed 
an additional and unnecessary burden 
upon the ratepayer in increased cost 
of plant, expenses of maintenance, 
and amount necessary to be set up for 
depreciation. The amount involved 
in this change was not large enough to 
materially affect the rates. The loca- 
tion and manner of placing the poles 
for the distributing system is essen- 
tially a matter of business manage- 
ment of the utility which should not 
be interfered with by the Commission 
unless it is made to appear that the 
policy and consequent expenditure is 
actuated by bad faith, or involves dis- 
honesty, wastefulness, or gross ineffi- 
ciency. There is nothing of this kind 
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either alleged in the petition or dis- 
closed in the record. The manage- 
ment apparently proceeded in good 
faith and believed the interior block 
system was best suited to serve its 
purposes. Whether this method of 
bettering its system was most econom- 
ical or efficient was a matter within 
the sound discretion of the manage- 
ment. It is well settled that Public 
Commissions cannot, under guise of 
rate regulation, take into their hands 
the management of utility properties 
or unreasonably interfere with the 
right of management. Monroe Gas- 
light & Fuel Co. v. Michigan Pub. 
Utilities Commission (D. C.) 11 F. 
(2d) 319, P.U.R.1926D, 13; State 
P. U. C. ex rel. Springfield v. Spring- 
field Gas & E. Co. (1919) 291 Il. 
209, P.U.R.1920C, 640, 125 N. E. 
891; Pacific Teleph. & Teleg. Co. v. 
Whitcomb (D. C.) 12 F. (2d) 279, 
P.U.R.1926D, 815, affirmed in 276 
U. S. 97, 72 L. ed. 483, P.U.R.1928C, 
408, 48 Sup. Ct. Rep. 223. 

[3] It is next contended that the 
Commission failed to make proper 
findings on issues presented as to the 
rural lines attached to the Logan ex- 
change. The Commission’s finding 
was as follows: 

“The protestant’s claim that the Lo- 
gan exchange has an unduly large 
number of rural lines, and that it 
would be better and more fair to all 
exchanges if said rural lines should, 
for rate-making purposes, be consid- 
ered as part of the entire telephone 
system of the applicant in this state; 
that the larger centers in the state 
served by the applicant are directly 
and materially benefited by the rural 
lines by broadening the field and 
thereby increasing the usefulness of 
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the applicant’s telephone service in 
general, and that the rural lines do 
not pay, and should, therefore, at least 
partially, be carried by the central ex- 
changes, is not without some merit. 
The rural lines are, however, an in- 
dispensable part of the exchange in 
which they center, and must be taken 
into account in fixing valuations and 
rates applicable to the city exchanges 
and the thickly populated centers that 
are benefited by telephone connec- 
tions.” 

The position of plaintiff is fairly 
reflected in this statement of the Com- 
mission. While plaintiff argued that 
the Logan exchange was overbur- 
dened with rural lines, the manager 
of the company testified that several 
exchanges in the state had a greater 
mileage of rural lines than this one. 
The evidence fairly shows that this 
exchange is not unduly burdened by 
rural lines, and any finding which the 
Commission might have made in that 
respect could only be in support of the 
decision. Moreover, the conclusion 
reached and announced by the Com- 
mission on this particular subject is 
entirely sound and proper. The terri- 
tory served by the rural lines is tribu- 
tary to Logan as the commercial cen- 
ter. Their value to the business men 
of Logan is indicated by the fact that 
Logan people petitioned to have cer- 
tain of these rural lines attached to 
that exchange and would undoubtedly 
protest if such lines were severed 
therefrom. Ordinarily the definition 
of an exchange area and determina- 
tion of what rural lines shall be at- 
tached to a certain exchange are mat- 
ters of business management and will 
not be interfered with by the Commis- 
sion in the absence of allegation and 












proof of bad faith or imprudence. 
There was no such showing here. 

The city further complains that the 
Commission failed to make a finding 
that the Logan exchange was paying, 
under the old rates, a higher percent- 
age of return on property invested 
than any other comparable exchange 
in the state. Comparison was sought 
to be made with the Provo exchange, 
since Provo is the one city in the state 
with a population somewhat compar- 
able with that of Logan. The sched- 
ule of rates in effect on the Provo ex- 
change was not introduced in evi- 
dence, but because the percentage of 
return upon plant investment at Provo 
was less than that at Logan, counsel 
argue that it was not only improper 
but unlawful under Comp. Laws Utah 
1917, § 4789, for the Commission to 
authorize an increase in the Logan 
rates. This section prohibits a utility 
from establishing or maintaining dis- 
criminatory or preferential rates or 
charges, or any unreasonable differ- 
ence as to rates, charges, or service as 
between localities or classes of service. 
No point is made that there is a dif- 
ference or discrimination between the 
two exchanges as to rates, charges, or 
service, but merely that the rate of re- 
turn on investment is less from the 
one than from the other. Under 
Comp. Laws Utah 1917, § 4800, subd. 
2, the Commission is empowered to 
investigate a single rate, or any num- 
ber thereof, or the entire schedule of 
rates. 

[4] It is not the law that the Com- 
mission may not act upon one rate, or 
the schedule at one exchange, without 
at the same time acting upon all or any 
other rates within the state. Nor is 
it the law that the Commission must 
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require the company to maintain con- 
fiscatory rates at one exchange merely 
because it is doing business at another 


exchange at confiscatory rates. The 
rate of return from the Logan ex- 
change for 1926 was found to be 2.37 
per cent, while the evidence disclosed 
that the rate of return from the Provo 
exchange was less than 1 per cent. 
Both rates are so low as to justify re- 
lief in a proper case. The ultimate 
fact found by the Commission was 
that the rate of return from the Logan 
exchange was 2.37 per cent. This is 
in effect a finding that the rates were 
unreasonable and inadequate. The 
Commission has not indicated what 
percentage of return is reasonable and 
adequate, but the cases hold, without 
exception, that rates yielding so low a 
rate of return as here are not adequate 
or reasonable. It is well settled that 
each rate should be compensatory, and 
that a utility cannot be required to 
perform service at a rate which is con- 
fiscatory. Smyth v. Ames (1898) 
169 U. S. 466, 42 L. ed. 819, 18 Sup. 
Ct. Rep. 418; State ex rel. Pugh v. 
Public Service Commission (1928) 
321 Mo. 297, P.U.R.1929B, 225, 10 
S. W. (2d) 946. It is also recognized 
that it is impossible to construe a rate 
structure so that the rate of return 
will be uniform on all rates, and that 
neither the utility nor the customer 
has the right to insist upon uniform- 
ity of the rate of return. Banton v. 
Belt Line R. Corp. (1925) 268 U. S. 
413, 69 L. ed. 1020, P.U.R.1926A, 
317, 45 Sup. Ct. Rep. 534. It was 
wholly unnecessary that the Commis- 
sion make any finding as to whether 
or not other exchanges in the state 
would yield a lower rate of return. 
A comparison of other rates would be 




















persuasive or controlling only where 
shown that conditions were compara- 
ble and that the rates used for com- 
parison were just and reasonable 
rates. State ex rel. Hopkins v. South- 
western Bell Teleph. Co. 115 Kan. 
236, P.U.R.1924D, 388, 223 Pac. 
771. 

Counsel for plaintiff concede that 
the company is entitled to earn a rea- 
sonable return on its investment. 
They say that 8 per cent is not a rea- 
sonable rate of return, but that 5 per 
cent is such reasonable rate. The 
Commission was not called upon in 
this case to fix a definite rate as the 
reasonable rate of return which the 
company would be entitled to earn up- 
on its investment, and consequently it 
did not determine what a reasonable 
rate of return would be. It has no- 
where fixed that rate at 8 per cent. 
By authorizing the new rates, the 
Commission found that these should 
produce a return of 4.86 per cent on 
the value of property in the Logan 
exchange, and in so doing has con- 
cluded that such a rate is not exces- 
sive. Since the city has conceded a 5 
per cent return to be fair and reason- 
able, we need not further consider 
this question. 

[5] Counsel for the city call at- 
tention to the fact that they are not 
equipped with the necessary expert as- 
sistance to adequately investigate and 
check the valuations and accounts set 
up by the company; that they were 
unable to go into the books of the 
company in such a thorough manner 
as to be wholly satisfactory. They 
say: 

“We believe the Commission was 
created to protect the public from ex- 
cessive charges and we direct this 
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court’s attention, to the specific sec- 
tions of the Public Utilities Act which 
strongly guard and protect the public 


against a raise in rates. The duty to 
cause a check and re-valuation of the 
property of a public utility, if the 
same is necessary does not reside with 
a member of the public who comes in 
and protests against a raise in rates. 
That duty and power is placed by 
statute with the Commission.” 

Though we might sympathize with 
this point of view, this court can be 
of no assistance in the matter. That 
argument should be addressed to the 
legislature, with the request for addi- 
tional funds for use by the Commis- 
sion if necessity exists for a greater 
or more detailed service with respect 
to financial and valuation reports, or 
the making of independent valuations, 
than the Commission is now able to 
give with its limited staff and resour- 
ces. No complaint is made that the 
Commission did not do all that it 
could do in the instant case. Indeed, 
its accountant was placed at the dis- 
posal of plaintiff and assisted its 
investigators and counsel in every way 
possible. No complaint is made 
against the attitude of the company 
or its officials. They were said to be 
most courteous and gave every assist- 
ance to representatives of the city and 
the Commission, and furnished all in- 
formation called for and available. It 
is merely said that the task was so 
great that the city, with the means at 
its command, was unable to make an 
adequate check on the evidence sub- 
mitted by the company. 

The defendant filed and argued a 
motion to strike the abstract furnished 
by plaintiff upon the grounds that no 
abstract is required by rule of court 











or by the statute, and particularly that 
the abstract filed is insufficient to 
properly and adequately present the 
evidence adduced before the Commis- 
sion. It is true an abstract is not, in 
original proceedings such as this, re- 
quired by law or rule of court. An 
abstract, however, when fairly pre- 
senting the evidence, is a great con- 
venience to the court in its study of 
the case and preparation of the deci- 
sion, and is also essential to properly 
perpetuate the record in this court. 
Since the cost of printing the abstract 
will not be imposed upon the defend- 
ant, we need not consider whether the 
abstract here filed is adequate or not. 
This motion is denied. 

The report and order of the Com- 
mission are affirmed, with costs to de- 
fendants. 


Cherry, C. J., and Elias Hansen, 
and Ephraim Hanson, JJ., concur. 


StravpP, J. (concurring) : I concur 
in the result. I would have been bet- 
ter satisfied had the Commission made 
more complete findings on the issues. 
The statute, Comp. Laws Utah 1917, 
§ 4834, I think, contemplates that the 
Commission shall make findings of 
ultimate facts. The section further 
provides that the findings and conclu- 
sions of the Commission on questions 
of fact shall be final and shall not be 
subject to review and that a review 
by this court shall not extend further 
than “to determine whether the Com- 
mission regularly pursued its author- 
ity, including a determination of 
whether the order or decision” vio- 
lated any right under either the state 
or Federal Constitution. Section 4830 
forbids the Commission from raising 
any rate or charge, etc., or altering 
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any contract, etc., “except upon a 
showing before the Commission and 
a finding by the Commission that such 


increase is justified.” Subdivision 1. 
The telephone company asked an 
increase of rates or charges for a busi- 
ness individual line in Logan City 
from $60 to $72 per annum; a busi- 
ness two-party line from $48 to $60 
per annum; a residence individual line 
from $30 to $36 per annum; a resi- 
dence two-party line from $27 to $30 
per annum; and a residence four-par- 
ty line from $24 to $24 per annum. 
This was put on the alleged ground 
that subscriber stations in Logan 
numbering 1.405 in December, 1915, 
increased to 2,141 subscriber stations 
in 1926, which resulted in a conse- 
quent increase in the investment plant, 
in carrying increased charges and ex- 
penses from August, 1919, to Decem- 
ber, 1926, and of an added exchange 
plant at a cost of $44,640, and as the 
subscriber stations increased, the ex- 
change plant became “more complex,” 
requiring larger poles and longer ae- 
rial cables; that the revenues derived 
from operation in 1926 were not suf- 
ficient to pay an annual return of 8 
per cent “‘on the average value of the 
property” for that year, and left a 
deficit in such respect of about $16,- 
000; and that “taking 1913 values as 
a basis, telephone service in Logan has 
increased in cost to consumers less 
than 20 per cent as compared to an 
increase in the cost of living of ap- 
proximately 78 per cent.” 

The material allegations were de- 
nied by Logan City. It further al- 
leged that the maximum rates which 
could be charged were fixed by the 
franchise granted by the city to the 
telephone company and that the de- 
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manded increase of rates was not in 
accordance therewith and was exces- 
sive and that Logan City exchange 
was already paying a higher rate or 
percentage of return considering the 
value of the property invested than 
any other exchange in the state; that 
the Logan exchange had an unduly 
large share of rural lines which were 
not revenue producing and which 
were operated and maintained by the 
company as a part of its telephone 
system in the state, and that it was 
unfair and unreasonable to increase 
the rate of patrons using phones in 
Logan City to meet deficits in the op- 
eration of the rural lines, and that the 
increase of rates in the city was dis- 
criminatory and unreasonable; that 
whatever cost or expense was incurred 
from 1919 to 1926 in enlarging the 
Logan exchange plant was incurred 
by extensions of lines and service in 
rural districts and by abandoning pole 
lines in violation of an agreement be- 
tween the city and the company to be 
used and maintained in common by 
the city and the company. 

Complaint is made that all of the 
material issues were not disposed of 
by the findings. Were this a law ac- 
tion tried to a court, I think it well 
could be said that all of the material 
issues were not disposed of by the 
findings and that a judgment based 
upon them rested on insufficient find- 
ings. But the question is: Does the 
same rule as to findings in such an 
action apply to proceedings before the 
Commission? I doubt that. While 
findings of some sort are required, 
yet I doubt that they are required to 
be as complete as in a law action tried 
to a court. 

No finding is made as to the plead- 
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ed franchise fixing a maximum rate 
or charge. If on a prior hearing in 
another proceeding between the same 
parties the franchise as to rates was 
involved and a ruling made on the 
subject adverse to the city, the Com- 
mission could have so found. That 
would have disposed of the issue. But 
the question is presented and argued 
here as though it still was at large. 
Nevertheless no finding is made that 
any such determination or adjudica- 
tion was made or that the rate as fixed 
by the franchise is discriminatory, or 
is or has become unreasonable, or that 
it for any other reason is no longer 
of binding effect. Nothing is said 
about it. 

The Commission found that the 
value of the company’s physical prop- 
erty at the Logan exchange in 1919, 
eight or nine years prior to this hear- 
ing, was $205,336; that since that 
time additions and betterments have 
been added of the value of $44,640; 
that in 1919 the Commission estab- 
lished “a basis for interest during con- 
struction, going value, and working 
capital” and “applying such basis to 
the physical value at “Logan” made 
an additional value of $45,571, or a 
total valuation of physical property at 
Logan City of $295,548 for rate-mak- 
ing purposes, and on that basis the op- 
eration at Logan City for 1926 
showed a return of only 2.37 per cent 
of the average value of such proper- 
ty; and that if the rates prayed for 
were granted, the annual return would 
be only 4.86 per cent. It appears that 
for rate-making purposes the value of 
the physical property of the company 
at Logan City was considered as of a 
valuation made in 1919 instead of a 
valuation at the time of the hearing, 





and upon the further consideration, 
as alleged by the company and as 
found by the Commission, “‘that since 
1913 and taking 1913 values as a ba- 
sis, telephone service in Logan has in- 
creased in cost to the consumers less 
than 20 per cent, as compared to an 
increase in the cost of living of 78 
per cent.” It is common knowledge 
that during the war and for several 
years thereafter, values of all kinds of 
property, real and personal, including 
all kinds of material and products, 
etc., were highly inflated, and cost of 
living greatly increased; but of recent 
years have been and now are greatly 
deflated and lessened. The findings, 
which are set forth in the prevailing 
opinion, as to the “jointly owned 
poles,” in view of the issue presented 
in such respect and as heretofore in- 
dicated, and the findings with respect 
to the claim of the protestant that the 
rural lines for rate-making purposes 
should be considered as a part of the 
entire telephone system rather than as 
a part of the Logan exchange, con- 
stitute no findings of facts or of con- 
ditions upon which a conclusion one 
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way or the other may be deduced with 
respect to such issues. 

Thus, it may well be doubted 
whether the findings as made are suf- 
ficient to support the order. The suf- 


ficiency of them is challenged. But 
until some rule or decision of this 
court is announced as to how full or 
complete findings of the Commission 
should be, whether as full as in a law 
action which to uphold a judgment all 
of the material issues must be dis- 
posed of by findings or whether find- 
ings of less completeness suffice, final 
orders of the Commission should not 
be disturbed because it may be thought 
the findings are not as full or complete 
as they should be, unless it appears 
that the order was based on wrong or 
misconceived or misapplied principles 
of law, or that the order is against or 
is not sufficiently supported by evi- 
dence. Leaving the findings and go- 
ing into the record evidence transmit- 
ted to us, I am not prepared to say 
that the order is not sufficiently sup- 
ported by the evidence. 

I, therefore, on the record evidence 
concur in the affirmance of the order. 
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Elko Lamoille — Company 


[Case No. 994.] 


Valuation — Reproduction cost as a factor. 
1. Although reproduction cost is a necessary factor to be considered in 
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ascertaining a utility’s rate base, it need not be wholly adopted, but may 
be given such weight as the particular circumstances in each case seem 
to warrant, p. 17. 


Valuation — Expenditure of depreciation fund for capital purposes — Theoretical 
write-off. 

2. Where the Commission, by reason of its limited force and facilities, 
is unable to supervise the expenditure from a utility’s depreciation reserve 
to the end that such funds should be employed only for retirements and 
renewals, it will, in estimating the value of the property for rate making, 
give consideration to any investment of such funds in additions and bet- 
terments by a theoretical write-off to reduce the apparent net enenenge 
of the company, p. 19. 


Valuation — Going concern value — No separate allowance. 
3. No separate allowance was made for going concern value of a utility, 
where the valuation of its physical plant for rate-making purposes con- 
templated a plant constructed and in successful operation, p. 20. 


Valuation —- Working capital — Electrical utility. 
4. An allowance of $15,000 was made for working cash capital of an elec- 
trical utility having a total rate base of $400,000, p. 21 


Depreciation — Percentage allowed — Prior method of charging — Electrical 
utility. 

5. A claimed allowance for annual depreciation of 6 per cent by an elec- 
trical utility, which had previously charged all renewals and replacements 
to operating expenses, and still had on hand a considerable reserve, was 
held to be clearly excessive, and a 2 per cent allowance for this item was 
made, which could be subsequently adjusted upon a showing that the re- 
serve was insufficient, p. 21. 


Accounting — Merchandising — Electrical utility. 
6. Both revenues and expenses from merchandising and wiring operations 
of an electrical utility were excluded from the estimate of operating ex- 
penses and operating revenues, p. 21. 


Expenses — Legal and regulatory expenses — Amortization. 
7. A comparatively large allowance for regulatory commission expense 
and legal expenses which was justified by an exhaustive investigation into 
the affairs of an electrical utility, was amortized over a period of ten years 
in order not to burden the operating expenses of any one year, p. 21. 


Expenses — Federal income tax. 
8. Federal income tax is not a proper deduction before arriving at net 
earnings of a utility, unless a corresponding adjustment is made in the 
percentage fixed as a fair return, p. 21. 


Rates — Electric — Spread between lighting and power rates. 

9. The customary reasons for a spread between the rates for commercial 
and domestic lighting and the rates for power consumers were held not 
to obtain in a community where the utility’s daily peak was apparently 
due to power users, and where every substantial addition to the plant had 
been necessary by reason of increased demand for power users, and the 
spread between these two classes of rates was accordingly reduced, p. 
22. 
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Valuation — Going concern value — Measure for ascertaining. 
Discussion of the fallacy of measuring going concern value as the differ- 
ence between a complete utility plant before operation and such a plant 


in successful operation, p. 20. 


[February 13, 1931.] 
FP peed by a city against electric rates; rates reduced. 


APPEARANCES: J. F. Shaughnessy, 
Chairman, George W. Malone, Com- 
missioner, and H. R. Martin, Com- 
missioner, for the Commission; W. 
T. Mathews, City Attorney, and Paul 
C. Kreutch, for the complainant; Mil- 
ton B. Badt, Attorney, B. G. McBride, 
President, and Louis F. Leurey, for 
the defendant. 


By the Commission: The issues 
presented for consideration in this 
proceeding have arisen upon com- 
plaint of the city of Elko alleging that 
electric light and power rates of the 
Elko Lamoille Power Company are 
excessive and unreasonable. The case 
has been fully heard and has been 
ably presented by City Attorney W. 
T. Mathews and Appraisal Engineer 
Paul C. Kreutch, for the complainant, 
and by Attorney Milton B. Badt, 
President B. G. McBride, and Ap- 
praisal Engineer Louis F. Leurey, for 
the defendant. 

Tentative findings were issued by 
the Commission on December 10, 
1930, and both parties excepted to the 
tentative findings, and argument was 
had thereon before the Commission at 
Carson City on January 16, 1931. 
The matter now stands submitted for 
decision by the Commission. 

At the outset it should be noted that 
the Elko Lamoille Power Company is 
efficiently managed and operated ; that 
the plant is modern and is maintained 
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in a high state of service efficiency; 
that its president and manager gives 
the maintenance and operation and ac- 
counting personal attention, as well as 
rendering important consulting serv- 
ices to the city and other patrons of 
the company. Inasmuch as he is an 
experienced engineer he is well quali- 
fied to act in a consulting capacity, and 
this is a service of much value to the 
city and its citizens. Moreover, at off 
times when other work is not imme- 
diately available the president sends 
maintainers to consumers’ premises to 
check their motors to prevent burning 
out, and thus insures improvement 
and economy in service to the con- 
sumers. These men are also used to 
correct radio interference. In the in- 
terest of better radio reception he is 
also improving the type of meters 
used. 

The inquiry here involved natural- 
ly divides itself into several subjects. 
First, present value of the property 
used and useful in the public service 
and owned by Elko Lamoille Power 
Company. Second, revenues, expen- 
ses, and net income per annum of 
Elko Lamoille Power Company. 
Third, rate revisions necessary to eq- 
uitably apportion the burden among 
various classes of consumers. 


Fair Value 
It might be well at this point to 
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briefly review the history of operation 
of the Elko Lamoille Power Com- 
pany. The company commenced op- 
eration on June 30, 1913, with a total 
investment of $75,000. The plant at 
that time consisted of a small gas en- 
gine generating plant at Elko and a 
distribution system to serve a portion 
of the city of Elko. At the present 
time the company operates a Diesel 
engine generating plant at Elko with 
a capacity of 890 kilowatts and a 
hydroelectric generating plant at La- 
moille, 23 miles from Elko, with a 
capacity of 200 kilowatts. Total in- 
vestment in the plant to December 
31, 1929 is $374,402.65. Fifty-six 
thousand, one hundred eighty-eight 
dollars and twenty-seven cents has 
been retired, including practically the 
entire original plant purchased from 
the Elko Water and Light Company. 
During the period of operation the 
company has paid interest on bonds, 
preferred stock, and notes aggregat- 
ing $97,973.32. Cash dividends on 
common stock over the same period 
have totaled $62,680. Outstanding 
long term liabilities on December 31, 
1929, were $176,000 without consid- 
eration of a $60,000 common stock 
dividend issued in 1925 from surplus. 
It thus appears that starting with an 
initial investment of $75,000 the com- 
pany now has a plant which cost 
$318,250.08 and has liabilities out- 
standing against this plant of 
$176,000, and in addition has paid 
common stock dividends ef $62,680. 

[1] The fair value of the property 
of the Elko Lamoille Power Company 
will not be found and justice done to 
both the utility and the public by the 
adoption of reproduction cost less de- 
preciation as the sole measure of fair 
value. It has been repeatedly held by 
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the courts, both Federal and state, that 
fair value for rate-making purposes is 
not the result of the consideration of 
any one element, but the result is ob- 
tained finally by the exercise of a well- 
informed judgment, after a considera- 
tion of all relevant facts. The case of 
Smyth v. Ames (1898) 169 U. S. 
466, 42 L. ed. 819, 18 Sup. Ct. Rep. 
418, early in the history of rate mak- 
ing enumerated the relevant facts to 
be considered, and while recent deci- 
sions have referred particularly to re- 
production cost as an element to be 
considered, no decision of the highest 
court has gone so far as to limit the 
finding of value to the mere adoption 
of reproduction cost, less deprecia- 
tion, plus certain intangibles arrived 
at by more or less arbitrary methods. 
Reproduction cost is an engineering 
estimate and varies with the individ- 
ual making the estimate, according to 
his opinion as to the proper manner 
in which the plant would be construct- 
ed, his estimate of the labor necessary, 
the cost of materials delivered to the 
job and certain other expenses inci- 
dent to any construction program. 
There is room for a wide variation in 
the opinions of engineers. Most en- 
gineers are governed to a considerable 
extent by the use of percentages for 
overhead costs and average unit costs 
derived from outside sources. A 
strange mixture of fact and fiction re- 
sults, which is termed reproduction 
cost. We have the opinion of two 
engineers as to the cost to reproduce 
this property. The engineers estimate 
the cost to reproduce new as approxi- 
mately the same amount, at least close 
enough to indicate that their figures 
for reproduction new are reasonably 
accurate, although unit costs in the 
company’s appraisal, taken as of De- 
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cember 31, 1929, are higher than pres- 
ent day prices. 

A review of several recent deci- 
sions of the United States Supreme 
Court, dealing with value for rate- 
making purposes confirms our posi- 
tion that reproduction cost is only one 
element. In the Baltimore Case 
(United R. & Electric Co. v. West, 
280 U. S. 234, 74 L. ed. 390, P.U.R. 
1930A, 225, 50 Sup. Ct. Rep. 123) 
the question of value was not dis- 
cussed. In the O’Fallon Case (St. 
Louis & O’Fallon R. Co. v. United 
States, 279 U. S. 461, 73 L. ed. 798, 
P.U.R.1929C, 161, 49 Sup. Ct. Rep. 
384) the finding was that the Inter- 
state Commerce Commission had not 
followed the statute under which it 
was operating. In the Indianapolis 
Water Case (McCardle v. Indianapo- 
lis Water Co. [1926] 272 U. S. 400, 
71 L. ed. 154, P.U.R.1927A, 15, 47 
Sup. Ct. Rep. 144) the company sub- 
mitted, as in this case, a valuation 
based on cost to reproduce at current 
prices, less depreciation, in the amount 
of $25,404,206, and an estimate based 
on average prices for ten years pre- 
ceding 1923 in the amount of $22,- 
359,354. The court approved a value 
of $19,000,000, or 75 per cent of the 
company’s estimate of current repro- 
duction cost. 

In the Galveston Electric Case 
(Galveston Electric Co. v. Galveston, 
258 U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 42 Sup. Ct. Rep. 351) 
the court approved the finding of the 
master as to valuation, based upon 
334 per cent increase over original 
cost for property constructed prior to 
1915, and actual cost of property built 
since 1915. 

In the Southwestern Bell 
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Case 
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(Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Com- 
mission, 262 U. S. 276, 67 L. ed. 981- 
984, P.U.R.1923C, 193, 43 Sup. Ct. 
Rep. 544, 31 A.L.R. 807) the com- 
pany introduced a valuation based on 
present cost to reproduce less depre- 
ciation of $31,355,675. Original cost 
was also in the record as $22,888,943. 
The court approved a value of 
$25,000,000 or 80 per cent of the 
company’s estimate based on repro- 
duction cost at current prices. 

In the Bluefield Water Works Case 
(Bluefield Water Works & Improv. 
Co. v. West Virginia Pub. Service 
Commission, 262 U. S. 679, 67 L. ed. 
1176, P.U.R.1923D, 11, 43 Sup. Ct. 
Rep. 675) the company’s ‘valuation 
based on current prices less deprecia- 
tion was $1,194,633 ; book investment 
was $365,445. No specific finding of 
value was made, but the court held 
$460,000 as less than the reasonable 
value of the property devoted to the 
public service. 

In Georgia Railway and Power 
Case (Georgia R. & Power Co. v. 
Georgia R. Commission, 262 U. S. 
625, 67 L. ed. 1144, P.U.R.1923D, 1, 
43 Sup. Ct. Rep. 680) the Commis- 
sion found a value of $5,250,000, 
compared with the company’s esti- 
mate of cost to reproduce at current 
prices less depreciation of $9,500,000. 
The Commission’s value was ap- 
proved by the court, even though it 
was only 55 per cent of what the com- 
pany contended for. 

We do not attempt to make the 
point from the above that some flat 
percentage must be adopted and ap- 
plied to reproduction cost to arrive at 
fair value. It is apparent, however, 
in our opinion, that fair value is ar- 
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rived at after a consideration of all 
relevant facts, and with due consid- 
eration given to the particular circum- 
stances in each case. 


Depreciation 


Estimates as to “observed deprecia- 
tion” varied widely. We use the term 
“observed” for the reason that each 
engineer testified that his estimate was 
based on actual observation, but we 
cannot escape the conclusion that the 
estimates are based largely on -esti- 
mated life tables, and, therefore, 
largely speculative and uncertain. 

There is no evidence of any sub- 
stantial depreciation in this property 
from a service standpoint. It appears 
to have been maintained in good oper- 
ating condition out of operating ex- 
penses, including such renewals and 
replacements as have been necessary. 

[2] The question of accrued or 
observed depreciation in this property 
cannot be considered without consid- 
ering also the annual allowance for 
depreciation contended for by the 
company. Its contention is for an an- 
nual allowance of 6 per cent of the 
physical value, of $25,516.80 as a de- 
preciation expense. This allowance is 
presumed to be placed in a reserve, 
and against this reserve are to be 
charged all renewals and replacements 
in order to keep the plant in first class 
operating condition. In past years 
this company has charged a varying 
amount annually and built up a book 
reserve of about $137,000. This re- 
serve, however, is not represented by 
cash or securities, and no funds are 
available for replacements or renewals 
at this time, for the reason that it has 
been very largely invested in additions 
and betterments and carried into capi- 
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tal account. It further appears that 
all ordinary renewals and replace- 
ments that have been made have been 
carried in the regular operating ac- 
counts under repairs and maintenance. 
If depreciation allowance is to be per- 
mitted as an expense the sums going 
into the reserve should be policed 
carefully and only permitted to be 
used for the purposes specified, that is 
the renewals or replacements of prop- 
erty retired from service. With our 
limited force and facilities it would be 
impossible to exercise the proper su- 
pervision over such a reserve, and the 
final result is simply a theoretical 
write-off to reduce the apparent net 
earnings of the company, inasmuch as 
value when found must be based on 
actual depreciation and the rule is that 
the whole amount of the theoretical 
reserve may not be deducted from the 
value new in arriving at the rate base. 
The property in question here is ren- 
dering reasonably adequate service so 
far as we are informed, and in our 
opinion it is of nearly as much value 
to the owner and the public served as 
a new plant. To illustrate the subject 
under discussion it was testified at the 
hearing that practically all poles on 
the Elko Lamoille transmission line 
had been stubbed with treated stubs 
thereby materially increasing the life 
of this transmission line. This work 
was not carried on through charges to 
depreciation reserve against the trans- 
mission line. All the stubbing was 
done under regular maintenance ac- 
counts ; thus while the public has been 
required to contribute annually to a 
sum presumably to be set aside to care 
for renewals to the Elko Lamoille 
transmission line, the company in- 
creased the life of the line materially 








NEVADA PUBLIC SERVICE COMMISSION 


by the stubbing of practically all the 
poles with treated stubs, and no 
charge has been made against depre- 
ciation reserve. This is a sample of 
the manner in which operations are 
actually carried on by electric utilities, 
as opposed to the theoretical write-off 
for depreciation expenses, and theo- 
retical set up of depreciation reserve. 


Engineering Appraisals 


L. F. Leurey, for the company, 
finds cost to reproduce the physical 
property of the Elko Lamoille Power 
Company as $543,225 and finds re- 
production cost less depreciation as 
$428,759, based on unit costs as of 
December, 1929. Paul C. Kreutch, 
for the city, finds cost to reproduce 
the physical property of the Elko 
Lamoille Power Company as $512,- 
561, and finds reproduction cost less 
depreciation as $319,909, based on 
unit costs as of May, 1930. 

Actual investment in the property 
on December 31, 1929, is $318,250.08 
taken from the company’s books. Mr. 
Leurey builds his valuation up to 
$518,138 by the addition of certain 
intangibles such as working cash capi- 
tal and going concern value. Mr. 
Kreutch builds his valuation up to 
$372,000 by the addition of amounts 
designed to cover working cash capital 
and going concern value. 


Re Going Concern 


[3] Going concern value is an 
item which has been estimated by both 
engineers and added to the value of 
the physical plant in arriving at the 
rate base. Attempts have been made 
at various times to define going con- 
cern value. The definition of going 
concern value given by the engineer 
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for the company is the difference be- 
tween the value of the plant construct- 
ed and complete in every detail, but 
without business or customers, and 
the value of the same plant with busi- 
ness attached, a seasoned organiza- 
tion, and making some net return. It 
is impossible to conceive the situation 
of a plant complete in all operating 
details, but without business, and 
make a comparison with the same 
plant with business attached. If the 
plant were ill conceived and its opera- 
tion unprofitable the losses sustained 
before business was developed to such 
a point as to return some net profit 
certainly cannot be capitalized, and 
conversely, if the property is making 
money to include something in the 
rate base on this account is merely 
capitalizing good will, which has like- 
wise been frowned upon by courts and 
Commissions. The actual history of 
the company shows that a going con- 
cern was taken over in 1913 and that 
business has developed gradually, and 
extensions have been made as busi- 
ness justified the extensions. No re- 
sponsible person would tie up his 
money in a venture of this kind with- 
out ascertaining to the best of his abil- 
ity the probable earning power of the 
system and without reasonable assur- 
ance of sufficient business to justify 
the purchase or construction. The 
plant with which comparison is to be 
made in ascertaining going concern 
value is worth only its junk or salvage 
value less the cost to remove it and 
make the sale. Furthermore, there is 
no evidence in the record upon which 
to base going concern value except the 
mere estimates of the engineers. Any 
percentage might have been submitted 
by either engineer inasmuch as it is 
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wholly an estimate and one percentage 
is as good as another in this connec- 
tion. The company’s engineer fur- 
ther estimates that the proposed 
schedules will return the company 
only about 4 per cent upon his esti- 
mated fair value. We fail to see the 
logic in increasing the valuation of a 
public utility by the addition of in- 
tangible estimates to a point where the 
appraisal engineer concedes that rea- 
sonable rates to the public cannot pro- 
duce a fair return upon the value so 
built up. The valuation herein found 
contemplates a plant constructed and 
in successful operation, but no sepa- 
rate amount can be stated for going 
concern value for the reason stated 
above. 

[4] In addition to estimates of go- 
ing concern value both engineers sub- 
mitted estimates of the amount of 
working cash capital necessary to ade- 
quately take care of the company’s op- 
erations. Mr. Kreutch, for the city, 
estimated $9,575 as the necessary 
amount of working cash capital, Mr. 
Leurey estimated $30,000 for the 
same item. We find that $15,000 rep- 
resents a fair allowance for working 
cash capital for the Elko Lamoille 
Power Company. 

After a consideration of all ele- 
ments of value, including reproduc- 
tion cost, put in evidence before us, 
we are of the opinion and find that the 
fair value of the Elko Lamoille Pow- 
er Company does not exceed $400,- 
000. 


Revenues, Expenses, and Net Income 


[5] Average net earnings for the 
years 1927, 1928, and 1929, without 
consideration of any retirement or de- 
preciation expenses were $45,367.70 
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or 11.09 per cent on $400,000. We 
are asked to allow 6 per cent of $425,- 
000 as an annual depreciation ex- 
pense. This is clearly excessive. 
Based upon the experience of other 
companies, and considering the espe- 
cially good maintenance practices of 
the Elko Lamoille Power Company, 
and the fact that all renewals and re- 
placements to date have been made out 
of and charged to operating expenses, 
a 2 per cent allowance, or $8,000 per 
annum together with the reserve al- 
ready built up, should be ample to take 
care of such large retirements as will 
actually be charged against the reserve 
in the future. Should the occasion 
arise when the company can make a 
showing that the reserve is insufficient 
this allowance can be adjusted. We 
would call attention to one other mat- 
ter; that the allowance herein pro- 
posed is composite and intended to 
cover the entire property, and when 
any retirement is made the entire 
amount, plus cost of dismantling and 
less salvage, should be charged against 
the reserve, whether or not there is a 
sufficient accrual against the particu- 
lar item retired. Using $8,000 as a 
reasonable annual retirement expense 
we have an average net earning for 
1927, 1928, and 1929 of $37,367.70 
or 9.09 per cent on $400,000. 

[6-8] Estimated gross earnings 
for 1930 are $127,401.59 based upon 
the rates proposed by the company at 
the hearing. Operating expenses are 
estimated as $83,075.05. The forego- 
ing figures exclude both revenue and 
expenses from merchandising and 
wiring operations, miscellaneous de- 
ductions, and amortization of debt, 
discount, and expense. Included in 
the estimated operating expenses for 
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1930 is an item of $5,094 for regula- 
tory commission expense, and $2,500 
for legal expenses. Considered as an 
annual charge these fees are excessive, 
but not in the light of the present ex- 
haustive investigation. They should 
be spread over a period of ten years 
in order to not unduly burden the op- 
erating expenses in any one year, and 
they will be so treated. In our opin- 
ion, the total legal and regulatory ex- 
pense will not average more than 
$1,035.85 per annum. Taxes are in- 
cluded in the estimate for 1930 at 
$6,212.15, including Federal income 
tax, which is not a proper deduction 
before arriving at net earnings unless 
‘a corresponding adjustment is made 
in the percentage fixed as a fair re- 
turn (Galveston Electric Co. v. Gal- 
veston, 258 U. S. 388, 66 L. ed. 678, 
P.U.R.1922D, 159, 42 Sup. Ct. Rep. 
351). We will, therefore, deduct the 
amount of $2,500 from the estimated 
taxes for 1930, which is approximate- 
ly the amount of Federal income tax 
paid in 1929. With operating expen- 
ses adjusted as above outlined the net 
earning for the estimated year 1930 
will be $46,257.45. 


Rate Revisions Necessary to Equita- 
bly Apportion the Burden Among 
Various Classes of Consumers 


[9] The company submitted pro- 
posed schedules of rates at the hear- 
ing and in the main they are an im- 
provement over existing schedules as 
to type and consumer appeal. We 
feel, however, that there are certain 
conditions which require some modifi- 
cation of the proposed schedules. 

It has been held by nearly all elec- 
tric utilities that the domestic and 
commercial lighting load is the most 
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costly load for the power company to 
serve, for the reason that the con- 
sumption per consumer is relatively 
small compared to power users. The 
lighting load creates the peak demand 
on the system, which requires the in- 
stallation and maintenance of generat- 
ing capacity used only for a very short 
period each day, while the overhead 
charges, such as collection, billing, 
etc., are practically the same regard- 
less of the consumption per consumer. 
The load curve submitted by the com- 
pany together with the testimony of 
witnesses as to the character of load 
served by this company indicate that 
the customary reasons for high light- 
ing rates do not obtain at Elko. The 
daily peak is apparently due to power 
users, and every substantial addition 
to the plant has been necessary by rea- 
son of increased demand from power 
users. Therefore, the only basis upon 
which lighting rates could be equi- 
tably fixed materially higher than 
power rates is the small consumption 
per consumer and the increased in- 
vestment and cost per kilowatt hour 
for current sold to the lighting con- 
sumer due to the so-called overhead 
charges covering collection, metering, 
billing, etc. In our opinion, based 
upon the conditions at Elko, the light- 
ing rates are too high by comparison 
with the power rates in view of the 
above conditions. 

For the same reasons outlined above 
the city pumping rate is too low by 
comparison with the lighting rates. 
The cost of current to the city for 
1929 averaged 2.61 cents per kilowatt 
hour. Mr. Leurey estimated an aver- 
age cost to Elko of about 3 cents per 
kilowatt hour. Considering the char- 
acter of the load and the manner in 
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which it has been handled we find that 
the city pumping rate should not be 
less than 3.25 cents per kilowatt hour, 
provided, however, if the actual cost 
allocatible to the city pumping load is 
shown to be less than 3 cents per 
kilowatt hour, all things considered, 
adjustment of the city pumping rate 
may be made to conform thereto. 


Lighting Rates Should Be Reduced 


After a full consideration of the 
testimony of record, and after investi- 
gation of the actual conditions at 
Elko, we are of the opinion that the 
lighting rates are too high in the 
initial block, and also for large light- 


Consumption 
Per Month 
Kw. Hr. 





ing consumers. We find that the 
lighting rates should not exceed the 
following schedule: 


First 50 kw. hr. per meter per month—12¢ 


per kw. hr. 
Next 200 kw. hr. per meter per month—10¢ 


per kw. hr. 
Next 250 kw. hr. per meter per month—8¢ 


per kw. hr. 
All over 500 kw. hr. per meter per month— 


6¢ per kw. hr. 


Minimum monthly charge $1.50. 
Discount and other conditions in con- 
nection with this schedule to be the 
same as those proposed by the com- 
pany. 
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The first block of schedule “F” 
should be modified to agree with the 
first block in the lighting schedule, 
that is 12 cents per kilowatt hour. 
The city pumping rate should be in- 
creased, as above noted, from an 
average of 2.61 cents per kilowatt 
hour to 3.25 cents per kilowatt hour. 
With the above exceptions the pro- 
posed rates of the power company, as 
modified, should be adopted as the ef- 
fective rates for service at Elko. Set 
forth below is a comparison of present 
rates, rates proposed by the company, 
and the rates proposed by the Com- 
mission in these findings, for certain 
classes of lighting consumers. 


Rates Proposed Commission’s 

Present by the Tentative 
Rates Company Rates 
$1.65 $1.50 $1.50 
3.05 2.80 2.40 
4.45 4.15 3.60 
5.85 5.45 4.80 
7.25 6.75 6.00 
10.75 10.00 8.50 
14.25 13.25 11.00 
21.25 19.25 16.00 
27.75 25.25 21.00 
63.75 59.25 46.00 
87.25 84.25 61.00 
107.75 105.25 76.00 
177.75 164.25 136.00 
212.75 194.25 166.00 


The testimony of record indicates 
that substantially increased lighting 
consumption will follow the establish- 
ment of such reduced rates as are just 
and reasonable to the consumers and 
the company. It is, therefore, impos- 
sible to estimate the effect of the pro- 
posed schedules. It appears that based, 
upon present conditions there will be 
a reduction in revenue to the company 
of between $7,500 and $10,000 per 
annum. The increase from city pump- 
ing service will amount to about 
$2,000 per annum based upon present 
conditions, which will care for the 
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city’s fair share of the burden, remove ing the burden between the power and 
the existing discrimination, and bene- the lighting business of the company. 
fit the lighting consumers by equaliz- [Order omitted. ] 
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Jerome M. Levy et al. 


Atlantic Gas Light Company 


[File No. 16866,] 


Discrimination — Preference of commercial consumers — Gas heating. 


1. Especially attractive rates for “space heating,” offered by a gas utility 
only to commercial buildings and apartment houses, were held to work a 
discrimination against residential consumers desirous of using gas for 
heating purposes, p. 25. 
Rates — Gas heating — Removal of discrimination. 

2. In order to remove a discrimination caused by a rate for gas heating 
previously offered by a utility to commercial consumers, but not to residen- 
tial consumers, which rate, if applied to both classes, would unreasonably 
diminish the utility’s net earnings, the Commission fixed a new rate for 
heating by gas applicable to both classes which was slightly higher than 
the former rate to the commercial class but lower than the former rate 


to the residential class, p. 25. 
[February 2, 1931.] 


( Mprsesaprabel by certain residential consumers against a gas 
utility's rates for house heating; complaint sustained. 


e 


By the Commission: On Septem- mercial heating service, and industrial 
ber -8, 1930, the Commission pre-service.” These schedules of rates 
scribed maximum rates to be charged being generally lower for customers 
by the Atlanta Gas Light Company using gas for space heating purposes, 
for natural gas in Atlanta and vicin- they were accepted and filed by the 
ity, including Marietta, Georgia, avail- Commission and permitted to be made 
able to all domestic consumers using effective subject to complaint and the 
gas for any purpose, in a residence. further order of the Commission. 
On September 16, 1930, the Atlanta Schedule No. 3 as filed with the Com- 
Gas Light Company filed with the mission is applicable to commercial 
Commission schedules of rates appli- heating service and is available only 
cable to “commercial gas service, com- for space heating, central heating, and 
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building hot water heating in com- 
mercial buildings and apartments 
where gas is used as the exclusive 
medium of general space heating. 
This schedule provides for a net rate 
of 35 cents per thousand cubic feet 
for the first 50,000 cubic feet and is 
scaled down to 25 cents net per thous- 
and cubic feet for all over 1,000,000 
cubic feet used per month, and pro- 
vides that the minimum annual bill 
shall be $150 net per consumer. 

The complainant in this case con- 
tends that the rates filed with the 
Commission under Schedule No. 3 
discriminate against customers using 
gas as the exclusive medium of gen- 
eral space heating in residences and 
duplex apartments and that it should 
be made available to all classes of 
customers, provided the customer 
meets the conditions provided in the 
rate schedule of guaranteeing a mini- 
mum bill of $150 net per annum. 

The Atlanta Gas Light Company 
contends that although rate Schedule 
No. 3 as filed with the Commission 
is available to any commercial build- 
ing or apartment house without re- 
gard to the amount of gas used, pro- 
vided the customer pays the annual 
minimum of $150 net, it was not in- 
tended at the time of filing that this 
schedule be made available to any ex- 
cept very large wholesale users of gas. 
The gas company further contends 
that under its contract with the South- 
ern Natural Gas Company, which lat- 
ter company supplies the Atlanta Gas 
Light Company with gas at the city 
gate, it pays to the Southern Natural 
Gas Company a flat rate of 40 cents 
per thousand cubic feet for all gas of 
less than 50,000 cubic feet per month, 
delivered to any individual customer 
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and, therefore, any customer using gas 
under Schedule No. 3 in the amount 
of less than 50,000 cubic feet per 
month would secure this gas at 5 cents 
per thousand cubic feet less than the 
actual cost to the Atlanta Gas Light 
Company at the city gate, plus the 
additional losses sustained in making 
the distribution to the customer. 

[1, 2] Evidence was submitted by 
the Atlanta Gas Light Company show- 
ing that, based on the valuation fixed 
by the Commission, the company only 
earned 2.7 per cent on the value of its 
property devoted to the public use dur- 
ing the year 1930 and, therefore, pro- 
tested any change in its present rates 
that would have the effect of reducing 
its present revenues. 

In our order dated January 27, 
1931, we found that Schedule No. 3 
applying to commercial heating serv- 
ice unduly prefers so-called commer- 
cial heating customers and discrim- 
inates against other classes of cus- 
tomers and the Atlanta Gas Light 
Company was required to file with the 
Commission for its approval not later 
than February 2, 1931, schedules of 
rates that will remove the discrimina- 
tion found to exist. In answer to 
this order the Atlanta Gas Light Com- 
pany has filed a statement with the 
Commission to the effect that the 
company feels “that the result of the 
natural gas business up to the present 
time has not been to give them a fair 
return upon the value of their prop- 
erty, or such a return as they have a 
right to expect”; and that the heating 
season up to the date of the hearing 
has been abnormal, which condition 
“is undoubtedly the cause of most of 
the complaints received by the Com- 
mission.” The Atlanta Gas Light 
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Company further states that on ac- 
count of the present financial result 
to the company from the introduction 
of natural gas it protests against the 
Commission taking any action result- 
ing in a revision of its heating rates 
at this time with a probable conse- 
quent lowering in revenue to the com- 
pany. The company did not file with 
its answer any rates designed to re- 
move the discrimination which the 
Commission has heretofore found to 
exist. 

The Commission found in its order 
of January 27, 1931, that the space 
heating rates filed with Schedule No. 
3, available only to commercial build- 
ings and apartment houses, unduly 
prefer this class of customers and 
work discrimination against other 
classes of customers, including private 
residences, duplex apartments, etc., 
using the same amount of gas under 
similar conditions as commercial 
buildings, and it is our duty to re- 
move this discrimination. 

The discrimination found to exist 
may be removed by requiring the At- 
lanta Gas Light Company to make 
Schedule No. 3 available to all classes 
of customers, including residences, 


apartment houses, etc., but our investi- 
gation shows that many customers, 
both residential and commercial, are 
using less than 50,000 cubic feet per 
month for space heating and, there- 
fore, if the gas company should be 
required to apply the rate of 35 cents 
per thousand cubic feet to this class 
of customers, would require the sale 
of gas at a price less than the actual 
cost of the gas to the Atlanta Gas 
Light Company. It would, therefore, 
place a burden upon all other cus- 
tomers to offset the losses sustained 
by the application of this schedule. 
On the other hand, we can find no 
reason why the residential consumer 
should pay a higher charge for gas 
for space heating than a commercial 
customer, both using the same amount 
of gas under similar conditions and 
in order to remove the discriminations 
which we find to exist we prescribe 
rates for space heating that will be 
available to all classes of customers, 
which will be slightly higher than the 
present space heating rates for com- 
mercial customers using less than 
50,000 cubic feet per month, but will 
be lower than the present rates being 
charged to residential customers. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Black River Telephone Company 


[Case No. 5702.] 


Valuation — Undistributed construction costs — Interest during construction. 
1. An allowance of slightly less than 6 per cent of the value of the phys- 
ical property of a telephone company for undistributed construction costs 
and interest during construction was held to be reasonable, p. 33. 
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Valuation — Accrued depreciation — Necessity of considering. 
2. The actual depreciation existing in a utility must be considered in ar- 
riving at fair value for rate-making purposes, p. 36. 


Depreciation — Accrued — Reserve as measure. 
3. The amount of a depreciation reserve is not applicable to measure ex- 
isting depreciation when a cost higher than that of book cost is under 
consideration, but the amount of depreciation must be expressed in dollars 
comparable to such higher cost, p. 36. 


Valuation — Financing costs — Sale of securities. 
4. Fees for selling securities must be disallowed as preliminary organiza- 
tion expenditures in a valuation for rate making, p. 37 


Valuation — Overheads — Promoter’s fees. 
5. Promoter’s fees must. be disallowed as preliminary organization ex- 
penditures in a valuation for rate making, p. 37. 

Valuation — Going value — Cost of training personnel — Directories — Value 

of records. 

6. The following elements claimed by a telephone company as going to 
make up going concern value were held to be improper: Training of per- 
sonnel, cost of directories, and value of records such as inventory by tax 
districts, p. 38. 


Valuation — Going concern value — Telephone utility. 
7. No additional sum was allowed for going concern value in estimating 
the rate base of a telephone utility, which was appraised not only for the 
physical plant, but for necessary overheads and preliminary organization 
expenses, p. 38. 


Valuation — Working capital — Telephone utility. 
8. An allowance of $30,000 was made for working capital of a telephone 
utility making a total rate base of $900,000, p. 39. 


Valuation — Market value of securities — Absence of evidence. 
9. No determination was made, in a rate-making proceeding, of the market 
value of bonds and stock, where no evidence was submitted as to such 
value, p. 40. 


Valuation — Measures for rate making — Book cost. 
10. The book cost of public utility property, plus the amount expended 
for permanent improvements, does not truly represent present value when 
labor and material costs have increased since many items of the plant were 
installed and the present market value of land and buildings is in excess 
of purchase price, p. 41. 


Valuation — Measures for rate making — Reproduction cost. 

11. The cost of reconstruction at present prices is not a true measure of 
the value of public utility property when, if the entire plant has been in- 
stalled as a unit, material savings would be had over the piecemeal con- 
struction contemplated in the reconstruction estimate, and in addition such 
estimate was based on a high level of prices, following which there had 
been a marked decrease in both material and labor costs, and in view of 
the further consideration that if the plant were reconstructed as a new 
venture the latest developments in telephonic equipment and appliances 
would be installed with resulting savings in operating costs, p. 41. 
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Return — Reasonableness — Excess above point of confiscation — Credit main- 


tenance. 


12. A reasonable rate of return should be somewhat greater than one that 
will just escape confiscation so as to enable the utility to maintain and 
support its credit, enable it to raise the necessary capital for required ex- 
tensions, and assure confidence in its financial standing, p. 42. 


Return — Percentage allowed — Telephone utility. 
13. Rates calculated to yield a return of approximately 74 per cent on 
the value of a telephone utility, operating in a comparatively thinly set- 
tled portion of the state, were held to be reasonable, p. 42. 


Return — Dividends not evidence of adequacy. 
14. Neither the dividend rate on common stock nor the additions to sur- 
plus are, in themselves, evidence of an adequate return on the fair value 
of a company’s property, when it is evident from the balance sheet that 
the outstanding capital stock is disproportionate to the plant investment, 


p. 45. 


Rates — Reasonableness — Forecast for future. 
15. A rate fixed by the Commission will of necessity be applied in the 
future, and should, therefore, be fair both to the company and to its 
consumers under the conditions that will prevail during the period they - 
are in effect, and estimates of future earnings and expenses must be based 
on past experience interpreted in the light of expected future conditions, 


p. 45 


(Ma ttpsie and Burritt, Commissioners, dissent.) 
[January 3, 1931.] 


a of a telephone company for increased rates; 


granted. 


To the CoMMISSION : 

From Sherman C. Ward, Assistant 
Counsel. 

APPEARANCES: George Stephen 
Reed, Lowville, Attorney for Black 
River Telephone Company ; Cross and 
Cross, (by J. Theodore Cross), Utica, 
Attorney for Earl B. Barrett; Charles 
Williams, Dan F. Decker, Dennis Dil- 
lon, and Central Adirondack Hotel 
Association; Perry C. Williams, Low- 
ville, Attorney for Lewis County 
Board of Supervisors; Miller B. Mo- 
ran, Lowville, Attorney for the Vil- 
lage of Lowville; Harry W. Cox, 
Lyons Falls, Attorney for the Village 
of Lyons Falls; Edgar V. Bloodough, 
Adams, Attorney for the Village of 
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Adams; William K. Bentley (by Mer- 
ritt A. Switzer, of counsel), Pulaski, 
Attorney for the Village of Pulaski. 


General Statement 


The Black River Telephone Com- 
pany filed with the Commission new 
tariff schedules of exchange rates to 
become effective July 1, 1929, in the 
central office districts of Adams, 
Adams Center, Belleville, Boonville, 
Constableville, Croghan, Forestport, 
Henderson, Lowville, Lyons Falls, 
Mannsville, Old Forge, Pulaski, 
Sandy Creek, and Remsen. These 
districts together with the exchanges 
of Eagle Bay, Raquette Lake, Blue 
Mountain Lake, Long Lake, and New- 
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comb, for which new tariffs were not 
filed, constitute the company’s entire 
territory. 

The new tariffs effected a general 
increase in rates. Based upon the 
stations in service June 1, 1929, ap- 
proximately 6,350, the company esti- 
mated that the proposed rates would 
yield additional gross revenue of 
$13,639. 

On June 26, 1929, the Commission, 
upon its own motion, made an order 
suspending the rate schedules filed by 
the company and directing an investi- 
gation as to the reasonableness of the 
proposed rates. Subsequently com- 
plaints were filed by the mayor and 
trustees of the village of Lowville, 
Lewis county, the board of super- 
visors of Lewis county, the trustees 
of the village of Adams, Jefferson 
county, the trustees of the village of 
Lyons Falls, Lewis county, and the 
town board of the town of Sandy 
Creek, Oswego county. 

A hearing was set for September 4, 
1929, but postponed upon stipulation 
of counsel. Hearings were held at 
Utica, before Commissioner Brewster 
on October 1, 1929; before Harry M. 
Ingram, executive officer of the Com- 
mission, February 4, March 25 and 
31, April 1, 16, and 17, May 8, and 
June 27, 1930; and before Sherman 
C. Ward, assistant counsel, on No- 
vember 24 and December 16, 1930. 
The record in the case consists of 981 
pages of testimony and numerous de- 
tailed schedules and tabulations. The 
suspension order was extended, by 
consent, to January 15, 1931. 

The hearings were closed on June 
27, 1930. In considering the case the 
Commission determined that addition- 
al data concerning annual deprecia- 
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tion rates, accrued depreciation, ad- 
ditions to and retirements from plant, 
and earnings and property statements 
subsequent to December 31, 1928, 
should be presented and, therefore, 
directed that the case be reopened. 
Further hearings were held on No- 
vember 24 and December 16, 1930, 
and the case closed on the latter date. 

The company presented extensive 
exhibits and testimony concerning the 
value of its property and its revenues 
and expenses. 

The complainants, through their at- 
torneys, conducted a detailed cross- 
examination of the various witnesses 
called on behalf of the telephone com- 
pany. The direct testimony offered 
by complainants consisted of the testi- 
mony of one witness as to the value 
of the company’s real estate in Low- 
ville and one witness, qualified as a 
telephone accountant, who presented 
and explained statistical exhibits 
which he had prepared. These ex- 
hibits were composed mainly of de- 
tailed tabulations and comparisons 
taken from the telephone company’s 
annual reports to the Public Service 
Commission and from the valuation 
exhibits in this case. No suggested 
rate base was submitted to the 
Commission on behalf of the com- 
plainants. 

On behalf of the Commission there 
was submitted an exhibit dealing with 
depreciation rates and accrued depre- 
ciation and one comparing book cost 
with reproduction cost. 


Present and Proposed Rates 


The following tables show the rates 
now in effect, the rates which the com- 
pany proposed to make effective July 
1, 1929, and the resulting increases. 
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7-—— Business = r—— Residence —— 


Pres-  Pro- In- Pres- Pro- In- 
, ent posed crease’ ent posed crease 

Lowville: 

NE area oag Gao caso vice ew a oalcionsed $3.50 $4.50 $1.00 $2.75 $3.00 $.25 

INE 6b Sues oS bb ike waewesoweone 3.00 3.50 50 2.25 a ne 

MME aici hecocuecenwsocenaGnaes saa cia - 2.00 2.25 25 

SEEM sah ccizigiswie eens wsieweteesnau 2.50 3.00 50 2.00 2.25 25 
Adams, Boonville, and Pulaski: 

EEE ro oi slave sacs ort ce sac es eacece 3.00 4.00 1.00 2.50 2.75 25 

MN titan Soe ccscidissunn sxcoevwie nae 275 3.25 50 2.25 om a 

ND? Sigicieie aia Sauk view ae cneece ear 2.50 se oe 2.00 2.25 25 

OR sae gana aes tmaneseacaae 2.50 3.00 50 2.00 2.25 2 
Adams Center and Belleville: 

NNO 65a ocd 32 hoary lag i Wess ko ado 3.00 4.00 1.00 2.50 2.75 2 

IEEE pei ea earees oi asiep's omegeauwioe sate 3.29 ep ae sa ” 

RUE a slescut salcinis ds \nsisecse esac 2.50 Soe ate 2.00 2.25 25 

| RR ee ee en ne eee 2.50 3.00 50 2.00 2.25 £5 
Lyons Falls: 

REE ee B Ac udv cad eved cone noweeen 3.00 3.50 50 2.50 2.50 

EE cease acsinadodcneduaenarncne 2.75 _— oo 2.25 ne 

ENE aeiiiosininceten seed aes eins 2.50 2.75 25 2.00 2.00 

MEME ai uiis Ae sabre enewanleseusuenees 2.50 2.50 ms 2.00 2.00 
Constableville, Mannsville, and Sandy 

Creek: 

NN cc hrecunncincosncal a raiea we 3.00 3.50 50 2.50 2.50 

CS eR ee er arr athe ree oe AAS peste 

PME ofc aia Sepia gonnGwrwieeinasaae 2.50 2.75 as 2.00 2.00 

LO AA eee ee eerie rere 2.50 2.50 - 2.00 2.00 
Croghan, Forestport, Henderson, and 

Remsen: 

NE Sistas a isds ow gece eins «Gane a woe 275 3.00 25 2.50 2.50 

IEE © p.exacdscnewdvcnces@ngsis see's aie noe xe hoe ie 

NI coririaic Ge Sole nisissinostasis go erates 2.25 2.50 25 2.00 2.00 

NE eg Oh cia sik dco sneer eeeGie Ge om 2.25 2.50 2 2.00 2.00 
Old Forge: 

IND one ia dcoiciep Sek vis 1 Seslommetelaes 3.50 3.75 2 2.50 2.75 25 

NE oi dc'eisicorris osu Ny soon es ese awree pais ish me ~ sets ee 

OE One ea re rr 2.75 3.00 25 2.00 2.25 fr 

EE as coddéanicwcaiscascsed seuss 3.00 3.00 ae 2.25 2.25 ae 


The station development July 1, revenue bears to the present revenue, 
1929, the annual increase in revenue all subdivided by exchanges, are as 
effected by the rates proposed by the follows: 
company and the ratio which such 





Stations Annual Percentage 

Exchange 7-1-29 Increase of Increase 
EN ee ecre aca canidscuueeanesniuseoeca see oee 753 $2,367 13 
NII host 5 sd ahs tian Gn ees ake Ree awsaeee 225 351 17 
I soe rac cite eral wvmeuety iste on eo GEE Se esaioe 190 633 14 
EN ee cre loins aia Tecicl ae OS SPARSE EAE 663 2274 15 
RAR RD A ere ee Tone ee rier 144 24 1 
SII 0 3 be cinnGaiie since sists vase mas RMP aA eA Re Te esi 233 156 3 
OS a Ae eer eet eee 54 12 z 
MI sara coe ed gists reins Uae e sible e-eg abana gre 136 30 1 
I oo snc nals aaie elaca/ oan siete sis ule bain oe 1,477 4,218 12 
NN ER 20 25 fain Gin uravoigra gi vino Sods. sieves eine Seidorere ws @ 340 18 0.3 
Re Sa ie See Roe Re epee rer Ee ee ey 105 48 3 
NNR 2D, ar zrceeterscciaters Ob tele vteis oa ienh acho miatevoon 268 444 7 
a aw ky gaa oretacndeinemtedal ees 887 2,784 13 
RENEE Alera oad mpage 3 Scere eeew seul weowd 200 63 z 
eS ee eee roe ee he ree ee 495 222 2 

I  oaraid eee vane tine tied Was each saat kad y abe He eeeaeeee $13,641 
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In certain instances subscribers may 
call, without additional charge, sub- 
scribers located in other exchanges. 
These are: 


claimed by the company exceeds the 
book cost thereof by $505,750 or 53 
per cent. 

In its appraisal the company used 


Subscribers 
in free 

Subscribers in May call subscribers in calling area 
Adams Adams Center and Belleville .....0.6cccccccciacsvccece 1,168 
Adams Center Sot tu cake aur ahiaiuwes cheestassobeeweeee 978 
Belleville BS cw nk cane ddan cekiatanceaneeaaleaediauiaan 942 
Constableville I as seca eeioS na ipahodcanew eae aaa tea 484 
Mannsville NE is. 6 sci cde nines sea0 Seed tobambanaraye bee 600 
600 


Sandy Creek Mannsville 
In all other cases the free calling 

area is restricted to the exchange to 

which the subscriber is connected. 


Valuation of Physical Property 


The company presented an inven- 
tory and appraisal of its property in 
service June 30, 1929, based upon re- 
production cost new, amounting to 
$1,455,962. This is made up as fol- 
lows: 


Plant and equipment, direct cost .. $1,375,845 
Engineering and superin- 
tendence including sala- 
ries and expenses of 
general officers engaged 
in construction work .. $55,033 
Law expenditures during 
construction 2,917 
Taxes during construction 2,281 





book costs for right of way, other 
equipment of central offices, exchange 
underground cable, and general equip- 
ment, as well as for over 50 per cent 
of its central office telephone equip- 
ment. The increase in claimed repro- 
duction cost over book cost is prin- 
cipally in land and buildings, the 
balance of central office telephone 
equipment, station apparatus, poles 
and wire. 

The table at bottom of this page 
shows the extent of such increases. 

Actually the increases are slightly 
greater than shown in the foregoing 
table, since the book costs include such 
undistributed construction costs (over- 
heads) as have been charged on the 


60,231 company’s books, while the appraisal 
Interest during construction ..... 19,886 — a PP 
__ "costs are exclusive of such over- 
Ee ae ee $1,455,962 heads. 


As of the same date, the book cost 
of fixed capital was $950,212. Thus 
the cost new of physical property 


For the reasons hereinafter set 
forth we are of the opinion that the 
company’s estimate of reproduction 





Increase 
Book Company’s Per 
Cost Appraisal Amount Cent 
ne a a ee ee a ee ee $12,900 $23,575 $10,675 83 
EE ae ae ye Rn meant a er Rae 75,504 127,426 51,922 70 
Central office telephone equipment (balance) ... 14,727 29,845 15,118 102 
0 I i ee ee ee ee 103,026 124,886 21,860 21 
Poles, exchange and toll .........000sccccccces 339,886 586,240 246,354 72 
Wire, Exchange GNd t0ll .066cis ccs ccscvescesee 203,904 256,076 52,172 25 
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cost is excessive in the following 
amounts : 





MM, Hote ae kina aan lawiew wo $4,000 
Central office telephone equipment .. 8,000 
Pole lines, exchange and toll ...... 108,500 
Aerial wire, exchange and toll .... 16,500 

$137,000 


The reduction in land of $4,000 
consists of $3,000 from the Lowville 
office building land and $1,000 from 
the Boonville office building land. The 
Lowville property was purchased in 
1922 for $19,500. The appraisal of 
1923 allocated this purchase price 
$15,500 to buildings and $4,000 to 
land. This allocation was approved 
by the Commission and placed upon 
the company’s books. 

The evidence received at the hear- 
ing does not demonstrate that the 
value of this land has increased from 
$4,000 in 1922 to $9,750 in 1929. It 
is our opinion that the value of this 
parcel of land in 1929 was between 
$6,000 and $7,000 or approximately 
$3,000 less than the value claimed by 
the company. The Boonville property 
was purchased in 1929 for $6,500. A 
reasonable allocation of this purchase 
price is $2,500 to land and $4,000 to 
buildings. As this purchase was made 
during the same year in which the 
company’s appraisal is dated the best 
evidence of the value of this parcel 
of land is the purchase price as al- 
located. Thus the company’s claim 
value of $3,500 is excessive in the 
amount of $1,000. 

The company’s appraisal of central 
office telephone equipment of $63,- 
183.62 consists of equipment placed 
since 1920 included at book cost of 
$33,339.26 and equipment placed 
prior to 1920 appraised at $29,844.36. 
The book cost of the older central 
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office equipment is $14,727. Thus the 
company’s appraisal is slightly more 
than twice the book cost thereof. The 
price level in 1929 was about 150 per 
cent of that prior to 1920. Increas- 
ing the book cost of the older central 
office equipment by 50 per cent pro- 
duces a cost new in 1929 of $22,090 
or nearly $8,000 less than the com- 
pany’s appraisal. 

Exhibit No. CC shows that the ap- 
plication of the company’s appraisal 
unit costs of pole lines applied to the 
quantities placed during the years 
1924 to 1929 inclusive exceeds the 
actual cost of pole lines placed during 
the period by 18.5 per cent. The com- 
pany’s appraisal of exchange and toll 
pole lines is $586,239.85. A reduc- 
tion of 18.5 per cent of this amount 
or $108,500 has been made. 

Exhibit CC shows that the applica- 
tion of the company’s appraisal unit 
costs to the quantities of aerial wire 
placed during the years 1924 to 1929 
inclusive exceeds actual cost of aerial 
wire placed during the period by 8 
per cent. A reduction of 8 per cent 
or $16,500 has been made in the ap- 
praised cost new of aerial wire of 
$256,075.77. 

The company’s appraisal includes 
property in service on July 1, 1929. 
During 1929 the company made net 
additions to plant and equipment total- 
ing $103,866.24. Of this amount 
$18,681.48 was net additions during 
the first six months of 1929 and is 
thus included in the appraisal. The 
difference, or $85,184.76 represents 
net additions during the last six 
months. Thus net additions during 
the last six months far exceed those 
during the first six months and the ap- 
praisal at July 1st does not represent 
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the average property in service during 
the year. This deficiency is corrected 
by the calculation which follows: 


Monthly average fixed capital 

during 1929 (from Exhibit Y) $963,449.30 
Fixed capital December 31, 1928 931,530.57 
$31,918.73 


18,681.48 


Difference 
Net additions January 1 to July 
1, 1929 included in appraisal .. 


Additional amount to be added to 
the appraisal dated July 1, 1929, 
to reflect the average property 


in service during 1929 $13,237.25 


[1] The company’s claim for undis- 
tributed construction costs of $60,231, 
and for interest during construction 
of $19,886, totaling $80,117, repre- 
sents slightly less than 6 per cent of 
the claimed value of physical property 
exclusive of these elements. This is 
reasonable and we have modified the 


to the extent of making them con- 
sistent with our adjusted direct costs. 
The following schedule shows, by 
fixed capital accounts, the book cost of 
physical property, the reproduction 
cost new as claimed by the company, 
the reduction therein which we have 
made, and the resulting adjusted 
amounts, all as of July 1, 1929. 
Depreciation 


Company’s Exhibit G-1 develops 
the amount of depreciation at June 30, 
1929, as $239,081. This estimate is 
the result of a computation. There 
has been no examination of the prop- 
erty in connection with this case by 
an engineer to determine the amount 
of existing depreciation. However, 
in arriving at its claimed fair value, 
the company deducted the balance in 





amounts claimed by the company only the depreciation reserve, namely 
Company’s 
Reproduction Reproduc- 
Book Cost Cost New. tion Cost 
Account Exhibit V Exhibit D Deductions as Adjusted 
Intangible capital ........00.sicesseees eee) 80s esksceyaae «60 eee 
~— PEW wortiwsn aahiuwetdesseores 19,850.41 ae $19,940.41 
SORTER Tod Osada ddemonwcaiieeune 12,900.30 23,575.00 $4,000.00 19,575.00 
Baild: it i a ee ek 76,953.72 Te wxcteces 128,876.00 
Central office telephone equipment ..... 48,066.24 63,183,62 8,000.00 55,183.62 
Other equipment of central offices ...... 3,084.93 eee 3,084.93 
ED COIS oo a ivicevcsvcevcconess 103,025.72 rt errr 124,885.59 
Station installations ......ccccsceccees 16,660.11 TEES . sweewess 18,984.75 
Private branch exchanges ............. 937.07 - Pe 1,496.75 
Booths and special fittings ............ 4,830.15 (fo. Zl ere 7,673.13 
Pole lines, exchange and toll .......... 339,886.43 586,239.85 108,500.00 477,739.85 
Aerial cable, exchange and toll ........ 69,154.13 eer 58,279.49 
Aerial wire, exchange and toll ........ 180,448.5 256,075.77 16,500.00 239,575.77 
ES eee 23,455.67 OO eee 29,503.72 
Underground conduit ................. 2,468.86 EAS es 6,600.00 
Underground cable .. .......s0cesccees 4,098.05 Mo aS 4,150.55 
OS arr 6,693.95 ee 7,262.50 
ee 36,032.93 Pe 36,032.93 
$950,122.05 $1, = 844.99 — rey 00 oe 844.99 
Undistributed construction expenditures y preted & 0,231.00 023.00 54,208.00 
Interest during construction Otter 49 886.00 : ‘989. 00 17,897.00 





$950,122.05 $1,455,961.99 $145,012.00 $1,310,949.99 
Additional amount to be added to the appraisal as of July 1, 1929, to reflect 


the average property in service during 19 


13,237.25 
$1,324,187.24 


1Included in physical property accounts above. 


P.U.R.1931C.—3. 33 
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$322,388. The reason stated for do- 
ing this was “to remove any doubt 
as to the adequacy of the amount to 
be deducted as depreciation herein and 
to comply with what is believed to be 
the precedent in similar cases, but 
without assenting to the correctness 
of a theory by which an amount equal 
to the book reserve for depreciation 
is ipso facto deductible from the re- 
produced new value in determining 
the value of the property for rate- 
making purposes, the amount used 
herein as the depreciation of the plant 
and equipment is assumed to be the 
book reserve June 30, 1929.” (Ex- 
hibit G-1.) 

Since January 1, 1926, the company 
has computed its expense of deprecia- 
tion by applying to the book balances 
of fixed capital the following percen- 
tages* 

Annual Rate 

of Depre- 

Class of Property ciation 
Right of way 
Land 
Buildings : 
Improvements to leased buildings 
Central office telephone equipment 
Other equipment of central offices 
Station apparatus 
Station installations 
Private branch exchanges 
Booths and special fittings 
Exchange pole lines 
Exchange aerial cable 
Exchange aerial wire 
Exchange underground conduit .. 
Exchange underground cable 
Exchange submarine cable 
Toll pole lines 
Toll aerial cable 
Toll aerial wire 
Toll submarine cable 
Furniture and fixtures 
General store equipment 
General shop equipment 


Stable and garage equipment 
Tools and implements 
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No evidence in support of these per- 
centages was introduced. 
For expense of depreciation prior to 


P.U.R.1931C, 
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1926 estimated amounts ranging be- 
tween 5 and 5.5 per cent of fixed capi- 
tal were appropriated from revenue 
and credited to the reserve for accrued 
depreciation. 

For the year 1929 the accrual was 
$50,379.96. This represented 5.5 per 
cent of the book cost of the average 
plant in service during the year. 

In Case No. 614 the Commission 
determined the original cost of prop- 
erty in service June 30, 1923, to be 
$651,231, with existing depreciation 
of $176,923. This depreciation was 
27.1 per cent of original cost. 

The following table shows the 
balance in the reserves for deprecia- 
tion (accounts 102 and 103) and the 
total book cost of fixed capital at De- 
cember 31st, for each of the years 
1925 to 1929 inclusive, as taken from 
the company’s reports on file with the 
Commission, and the percentage which 
such reserves bear to the total fixed 
capital. 


Fixed Depreciation Per- 

Capital Reserves centage 
a $750,137.62 $238,530.84 31.8 
a ee 805,011.52 257,958.32 32.0 
TOD acces 872,760.17 285, 719.41 32.7 
ee 931,530.57 302,134.99 32.4 
re 1,035,396.81 324,453.19 32.3 


On behalf of the Commission there 
was submitted in evidence a study 
(Exhibit BB) of the Black River 
Telephone Company’s experience with 
respect to life expectancies, net sal- 
vage, and the resulting annual depre- 
ciation rates of station apparatus, pole 
lines, and aerial cable. The study was 
confined to these three classes of prop- 
erty, which represent more than half 
of the company’s total property, due 
to the lack of sufficient data concern- 
ing other classes. The annyal depre- 
ciation rates developed by this study 
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are here compared with those used by 
the company. 


Company Study 
Station apparatus ......... 6 2.5 


Pole lines, exchange ....... 6.5 46 
Poles lines, toll ........... 6 : 
Aerial cable, exchange ..... 6 47 
Aerial cable, tol] ........0. 5 ; 


There was presented on behalf of 
the Commission also an analysis of 
gross additions to property which de- 
veloped the average ages of the dollars 
in each of the major fixed capital ac- 
counts. The average ages thus com- 
puted were multiplied by annual de- 
preciation rates to ascertain the per- 
centages of accrued depreciation in 
each class of property. The annual 
depreciation rates used were those re- 
sulting from the study for station ap- 
paratus, pole lines, and aerial cable, 
and the rates used by the company for 
other classes of property. 

In the following table such per- 
centages of accrued depreciation have 
been applied to the reproduction cost 
new as determined herein. 


Class of Property 


PN Sg olin te ie at San Suid anciauee 
Ee pasiccdciiighicies einai madwie dae keane 


Buildings 


Central office telephone equipment ..............-. 
Other equipment of central offices ...............- 
OS RE ne more ere 


Station installation 


PUIOE WORE GRCUBIIIES 6. oo. 6.kn5vc dceeswcc scene 
Boots SNE SHecinl BUNS 2... ccccccseccccessvves 
Pole lines, exchange and toll .........ccscsccssees 
Aerial cable, exchange and toll ................... 
Aerial wire, exchange and toll ................... 
I Ss eas So iws bse Neyh oes 30/8 
Underground conduit, exchange ...............++- 
Underground cable, exchange ..............esee0% 
SSeS TNE GUE, CUCM boo ccscscsccccswesecncs 
SE No se den cee vase sae wawen swe 
SE SIE, Sion co ascesmiussacsusvusnssees 
Undistributed construction expenditures .......... 
Interest during construction ........-..seeeeeeeeee 


P.U.R.1931C. 


ee 


To the accrued depreciation de- 
veloped in the foregoing table there 
should be added the depreciation in 
the Lowville and Boonville central of- 
fice buildings at the time they were 
purchased. This for the reason that 
these buildings have been included in 
the appraisal at reproduction cost 
while the age study for buildings em- 
braces only the period since the build- 
ings were acquired. 


The Lowville building was pur- 
chased in 1922, since its purchase not 
to exceed $2,800 of depreciation is 
included for it in the foregoing table. 
Yet the building was far from new 
in 1922. We believe that in 1929 its 
remaining service life did not exceed 
60 per cent of its total life expectancy. 
Thus the fair present value is 40 per 
cent less than cost new. Forty per 
cent of this building’s reproduction 
cost new is roughly $20,800. From 
this total amount of accrued deprecia- 
tion should be deducted the amount of 
$2,800 already in the foregoing table 
leaving $18,000 as representing the 


Reproduction Accrued Depreciation 


Cost New June 30, 1929 
June 30,1929 Per Cent Amount 

$19,940.41 16.0 $3,190.47 
19,575.90 eee. . 9 (emma 
128,876.00 7.32 9,433.72 
55,183.62 26.52 14,634.70 
3,084.93 26.52 818.12 
124,885.59 5.92 7,393.23 
18,984.75 a. i to 
1,496.75 11.2 167.64 
7,673.13 60.0 4,603.88 
477,739.85 31.65 151,204.66 
58,279.49 28.58 16,656.28 
239,575.77 36.4 87,205.58 
29,503.72 ae 0CO:C~C~«<“*‘“‘ 
6,600.00 8.0 528.00 
4,150.55 12.0 498.07 
6,165.86 21.0 1,294.83 
1,096.64 56.0 6,141.18 
36,032.93 63.55 22,898.93 
54,208.00 26.37 14,294.60 
17,897.00 26.37 4,719.44 
$1,310,949.99 $345,683.33 
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depreciation from reproduction cost 
new which had accrued under the 
straight-line method up to the date of 
the purchase of this building by the 
telephone company. 

The company estimated the repro- 
duction cost new of the Boonville cen- 
tral office building at $12,888. This 
building was purchased by the tele- 
phone company in 1929 and was then 
an old building. At least 40 per cent 
of its useful service life had expired 
at the time of its purchase. Approxi- 
mately $5,000 should be deducted, 
therefore, as representing the existing 
depreciation in this building at the 
time of its acquisition by the company. 
Thus we have: 


Accrued depreciation as determined 
by the study presented on behalf 
of the Commission ............. $345,683 
Additional depreciation on: 
Lowville central office building .. 18,000 
Boonville central office building .. 5,000 





Thus the record in this case con- 
tains the following as representing the 
amount of accrued depreciation at 
July 1, 1929: 


Company’s estimate (Exhibit G) .. $239,081 


Depreciation reserve balance ...... 322,388 
Result of study presented on behalf 
GE CORMIER oi iccs dcaceewcecs 368,683 


[2] It has been firmly settled by 
numerous decisions that in arriving 
at the fair value of the property of a 
utility there must be considered the 
actual depreciation existing in the 
plant. 

[8] The amount of the depreciation 
reserve, as measuring the existing de- 
preciation, can be properly applied in 
arriving at the present value of a plant 
P.U.R.1931C, 


when the basis of valuation is its book 
cost, but when a cost higher than that 
of book cost is under consideration 
the amount of the reserve is no longer 
applicable, but rather the amount of 
depreciation must be expressed in dol- 
lars comparable to such higher cost. 
Depreciation is the measure of the ex- 
haustion of the service life of the 
plant. When expressed in dollars de- 
preciation varies as the bases of the 
estimates of the cost of the plant vary. 
If, for example, the useful life of a 
particular property is one third ex- 
hausted, one third of any cost new 
of such property must be deducted 
in arriving at its present value, and 
this one third when expressed in 
dollars will vary depending upon 
whether it is related to reproduction 
cost, book cost, or some judgment 
figure. 

In the present case an engineer of 
the Commission prepared and submit- 
ted in evidence exhibits determining 
the depreciation in dollars of the plant 
of the Black River Telephone Com- 
pany based on the cost of reconstruct- 
ing the plant at present prices. In de- 
termining the present reproduction 
value of the property herein, the 
figure so determined ($368,683) will 
be used, while in arriving at the 
depreciated book cost the amount 
in the reserve ($322,388) is appli- 
cable. 


Valuation of Nonphysical Property 


The company claimed that there 
should be allowed in the determina- 
tion of the present value of its plant 
$107,778 for nonphysical property. 
This is made up of preliminary organ- 
ization expenditures and “going 
value.” 
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Preliminary Organization Expendi- 
tures, Legal Fees, etc. 

[4, 5] Exhibit J, introduced by the 
company, sets forth its claims for pre- 
liminary organization expenditures, 
etc., as follows: 


Fees paid to government (including 
mortgage tax’and tax on charter 


CEE Pe eae $2,908 
Pe na dcweccassducewauwns 2,000 
I DOING osc ceccsessanéeson 22,500 
Preparma certincates ........ccsevcs 100 
Fees paid to promoters ............- 50,000 


Of the above items those for fees 
for selling securities and promoters 
fees must be disallowed. 

In New York Teleph. Co. v. Pren- 
dergast (1929) 36 F. (2d) 54, 64, 
P.U.R.1930B, 33, 49, the court 
said: 

“An allowance of $22,943,000 was 
made for the cost of financing. This 
hypothetical reconstruction cost will 
be disallowed. In Galveston Electric 
Co. v. Galveston, 258 U. S. 388, 397, 
66 L. ed. 678, P.U.R.1922D, 159, 
167, 42 Sup. Ct. Rep. 351, 355, the 
court said: ‘But as the base value 
considered is the present value, that 
value must be measured by money; 
and the customary cost of obtaining 
the money is immaterial.’ See, also, 
Reno Power, Light & Water Co. v. 
Public Service Commission (1923) 
(D. C.) 298 Fed. 790; Winona v. 
Wisconsin-Minnesota Light & P. Co. 
(1921) (D. C.) 276 Fed. 996, P.U.R. 
1922C, 461; Minneapolis v. Rand 
(1923) (C. C. A.) 285 Fed. 818. 
The item of bankers’ checking engi- 
neers of $2,207,000 and interest on 
preliminary costs of $2,554,763 will 
be disallowed. These are costs of 
establishing the business as referred 
to in Missouri ex rel. Southwestern 


P.U.R.1931C. 


Bell Teleph. Co. v. Public Service 
Commission, 262 U. S. 276, 288, 67 
L. ed. 981, P.U.R.1923C, 193, 43 
Sup. Ct. Rep. 544, 31 A.L.R. 807.” 

It is our opinion and we find that 
there should be allowed for prelim- 
inary organization expenses and legal 
fees the sum of $5,008. 


Going Value 


The company submitted Exhibit J 
setting forth its claim for “going con- 
cern value.” The elements making 
up this value are as follows: 

1. Training of personnel—approxi- 
mately 160 employees. 

2. Relations with public by adver- 
tising and otherwise. 

3. To incorporate into the Traffic, 
Commercial and Plant Records each 
subscriber’s station at $3.50 per sta- 
tion, being the service connection 
charge described in the Black River- 
Public Service Commission tariff in 
P. S. C.-N. Y. No. 1-A Section 16. 
The subscriber’s station connection 
charge is made for those costs of cre- 
ating the records necessary to trans- 
form an instrument installed in the 
subscriber’s premises into a working 
station and thus give it the special 
value which makes it an operating 
unit. $3.50 on each of 6054 stations. 

4. Cost of directory. 

5. Value of directory advertising 
business. 

6. Records not part of construction 
such as inventory by tax districts. 

Going value is difficult to define. 
There is a great difference of opinion 
between courts, Commissions, and 
experts as to whether it should be al- 
lowed as a separate item of valuation 
and if allowed what elements should 
be included. The courts have, how- 
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ever, pointed out that no allowance 
should be made for good will. (Des 
Moines Gas Case, 238 U. S. 153, 59 
L. ed. 1244, P.U.R.1915D, 577, 35 
Sup. Ct. Rep. 811; Willcox v. Con- 
solidated Gas Co. [1909) 212 U. S. 
19, 53 L. ed. 382, 29 Sup. Ct. Rep. 
192, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034.) That past losses cannot 
be capitalized as property. (Georgia 
R. & Power Co, v. Georgia R. Com- 
mission, 262 U. S. 625, 67 L. ed. 
1144, P.U.R.1923D, 1, 43 Sup. Ct. 
Rep. 680; Knoxville v. Knoxville 
Water Co. [1909] 212 U. S. 1, 53 
L. ed. 371, 29 Sup. Ct. Rep. 148; 
Galveston Electric Co. v. Galveston, 
258 U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 42 Sup. Ct. Rep. 351.) 
That if proper structure overhead al- 
lowances are made in the reproduction 
estimate they should not be reallowed 
as going value. (Des Moines Gas Co. 
v. Des Moines, supra.) 

[6, 7] Considering the different ele- 
ments that the telephone company 
claims should be included in making 
up going concern value we find: 

Training of personnel. 

Cost of directory. 

Records such as inventory by tax 
districts. 

The propriety of including these 
items was discussed by the court in 
New York Teleph. Co. v. Prender- 
gast, supra, at p. 49 of P.U.R.1930B, 
where the court said: 

‘“‘Plaintiff’s claim, which the master 
considered, that $19,000,000 was re- 
quired to train its force of employees 
to their present efficiency, had pre- 
viously been treated as a cost of oper- 
ation. That treatment was proper. 


P.U.R.1931C, 


It proved $5,500,000 for developing 
records, files, etc., and $4,000,000 for 
record of subscribers and directories. 
These expenses were charged up to 
operating costs. They may not be 
charged both as expense of opera- 
tion and as an acquisition of capi- 
tal.” 


Relations with Public by Advertising 
and Otherwise 

As to this item the case above cited 
held: 

“Nine million five hundred thou- 
sand dollars was considered as the 
hypothetical cost of advertising and 
canvassing to get subscribers. This 
was a cost for creating good will 


and a regulated utility cannot 
estimate good will into its rate 
base.” 


Incorporating in the Traffic, Commer- 
cial, and Plant Records Sub- 
scriber’s Stations at $3.50 per 
Station. 


The company itself alleses that 
these costs would be charged to the 
subscriber under its tariff at $3.50 per 
station as a service connection charge. 
They are a direct operating charge 
and as pointed out in the previous 
quotation cannot be charged both as 
an expense of operation and as an ac- 
quisition of capital. 


Value of Directory Advertising Busi- 
Ness. 
_ This is not a value upon which the 
telephone subscribers should be re- 
quired to pay a return. While the 
company is justified in including ad- 
vertisements in its directory as a 
means of decreasing its net cost it is 
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not a proper element to be included in 
an allowance for going value. 

In our determination of the present 
value of the company’s plant we have 
included an allowance not only for the 
physical plant but for the necessary 
overheads and preliminary organiza- 
tion expenses. There is nothing in 
the record to show that the past finan- 
cial history of the company entitles it 
to any additional amount. It is, 
therefore, our opinion and we deter- 
mine that no additional sum should 
be allowed for “going concern 
value.” 


Working Capital 
[8] The company claims required 
working capital of $40,831.38 which 
it has computed in the following man- 
ner. The amounts are the averages 
of the monthly balances for the first 
six months of 1929. 


CS chuncdnemecasses $14,917.41 
Accounts receivable ... 11,257.14 
Materials and supplies . 28,281.09 
Prepayments .....000s 408.13 
$56,863.77 
Accounts payable ..... $8,532.39 
Notes payable ........ 7,500. 
16,032.39 
Net working capital ...........-- $40,831.38 


With an average of 6,054 stations 
in service during the period, this 
claimed working capital equates to 
$6.74 per station, made up of $4.67 
for materials and supplies and $2.07 
for cash working capital. 

A computation of working capital 
has been made upon the balance sheet 
method and based upon the averages 
of the monthly balances during the 
year 1929 as set forth in Exhibit Y. 
The results of the computation fol- 
low: 

P.U.R.1931C. 
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Working Assets 


Cash and deposits .... $14,537.24 
Employees working 
roe 850.33 
Due from _ subscribers 
eS i, ae 15,199.78 
Miscellaneous accounts 
receivable ........... 2,506.60 
Materials and supplies . 31,739.78 
Accrued income not due 99.90 
Prepaid rents ......... 300.89 
Prepaid insurance ..... 1,828.59 
Prepaid directory ex- 
Ee Pena 267.86 
Other suspense ....... 790.01 
$68,120.98 


Working Liabilities 
Audited vouchers and 


wages unpaid ....... $11,282.45 
Service billed in ad- 

WAR as crnacaassaee 2,258.80 
Taxes accrued ......0. 13,263.32 
Accrued insurance .... 168.82 
Bond interest accrued . 2,519.79 
Other interest accrued . 172.00 
ae aa 612.28 
Other deferred credit 

ME <ii.cusienbeowss 1,930.74 

—_ 32,208.20 


Net average working capital dur- 


ing 1929 $35,912.78 


The amount of $35,912.78 equates 
to $5.93 per station, made up of $5.24 
for materials and supplies and 69 
cents for cash working capital. 

The difference (approximately 
$5,000) between the amount claimed 
by the company and that computed 
strictly in accordance with the balance 
sheet method is due to the deduction 
by the company of notes payable (ex- 
cept those applicable to major con- 
struction) of $7,500. While in our 
computation no deduction is made for 
notes payable but there is a deduction 
of $13,263.32 for taxes accrued. 

A similar computation based upon 
the balance sheet at June 30, 1930, 
results in working capital of only 
$8,000. This is due to the fact that 
at that date the balance in materials 
and supplies was but $9,686.88 as 
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compared with the average balance 
during 1929 of $31,739.78. This 
large balance was caused by an exten- 
sive construction program in 1929. 

We are of the opinion that in the 
future a somewhat smaller amount 
of materials and supplies will be re- 
quired and that an amount of $30,000 
will amply meet the company’s needs 
for working capital. 


Summary of Valuations 


There follow rate fare calculations 
setting forth the valuation claimed by 
the company, reproduction cost new 
less depreciation as developed herein 
and book cost less the balance in the 
depreciation reserve. 

Reproduction Cost as Claimed by Company 
Plant and equipment ............ $1,455,962 
Depreciation (reserve balance) .. 322,388 


Plant and equipment less depre- 


Re errs $1,133,574 
Preliminary organization costs .. 77,508 
WEIS MISE cic csccesceasens 40,803 
Going concern value ............ 30,270 


Company’s claimed rate base .... $1,282,155 


Reproduction Cost as Determined Herein 





Plant and equipment ............ $1,324,187 
PCOCIIO og wh.cecicscctdeusscens 368,683 

Plant and equipment less deprecia- 
| | ROS Oe ee Aas Reg $955,504 
Preliminary organization costs .. 5,008 
Working capital .......0.. AGREES 30,000 
$990,512 


Book Cost Less Depreciation 


Plant and equipment ............ $950,212 
Depreciation (reserve balance) ... 322,388 


Plant and equipment less deprecia- 


WE poner o aia suwaiewa nearer $627,824 
Preliminary organization costs .. 5) 
NVGEREE COONEE 66 .scccscescvess 30,000 

$662,832 


The United States Supreme Court 
has held in a long line of decisions 
from Smyth v. Ames (1898) 169 U. 


P.U.R.1931C. 


S. 466, 42 L. ed. 819, 18 Sup. Ct. 
Rep. 418, to St. Louis & O’Fallon R. 
Co. v. United States, 279 U. S. 461, 
73 L. ed. 798, P.U.R.1929C, 161, 49 
Sup. Ct. Rep. 384, and Smith v. Il- 
linois Bell Teleph. Co. (1930) 282 U. 
S. 133, 75 L. ed. —, P.U.R.1931A, 
1, 51 Sup. Ct. Rep. 65, that in arriv- 
ing at the fair value of property used 
by a public utility for the convenience 
of the public the original cost of con- 
struction, the amount expended in 
permanent improvements, the amount 
in market value of its bonds and stock 
and the present as compared with the 
original cost of construction must all 
be considered. 

In compliance with these decisions, 
we determine from all the testimony 
and-exhibits received in this proceed- 
ing: 

1. That the book cost of the prop- 
erty of the Black River Telephone 
Company used in rendering telephone 
service to the public was in 1929 
$950,212; that the depreciation re- 
serve was the amount of $322,388. 

2. That it would cost $1,324,187 
on the basis of the evidence submitted 
by the telephone company to repro- 
duce its property at 1929 prices. That 
this property has depreciated from its 
reproduction cost new in the amount 
of $368,683. 

3. That there should be allowed for 
preliminary organization costs the 
amount of $5,008. 

4. That there should be allowed for 
working capital the amount of 
$30,000. 

[9] 5. That as no evidence was 
submitted as to market value of the 
bonds and stock of this company no 
determination of such value can be 
made. 
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[10, 11] In this proceeding we do 
not believe that the book cost of the 
property of this company plus the 
amounts expended for permanent im- 
provements (book cost) truly repre- 
sents its present value. Labor and 
material costs have increased since 
many items of the plant were installed 
and the present market value of its 
land and buildings is in excess of their 
purchase price. On the other hand, 
we do not believe that the cost of re- 
construction at present prices as above 
determined is a true measure of the 
value of the property. If the entire 
telephone plant of the Black River 
Company was installed as a unit ma- 
terial savings would be had over the 
piecemeal construction contemplated 
in the reconstruction estimate made by 
the company. In addition such esti- 
mate was based on the 1929 high level 
of prices and we are justified in tak- 
ing notice of the fact that there has 
been a marked decrease in both ma- 
terial and labor costs since these esti- 
mates were made. It is also proper 
to consider that if this plant was re- 
constructed as a new venture the latest 
developments in telephonic equipment 
and appliances would be installed 
with resulting savings in operating 
costs. 

Considering the book cost of the 
property, its cost if reconstructed at 
present prices and all other relevant 
and material facts, we are of the opin- 
ion and so find that the value of the 
property of the Black River Tele- 
phone Company including necessary 
organization expenses was $870,000 
in 1929 and that there should be al- 
lowed for working capital the sum of 
$30,000, giving a rate base for 1929 
of $900,000. 

P.U.R.1931C. 
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Rate of Return 


What is the proper rate of return 
to be allowed a public utility has been 
discussed in practically every decision 
involving the fixing of rates. Rates 
of return have varied from a finding 
that a return of 6 per cent is not con- 
fiscatory (Willcox v. Consolidated 
Gas Co. [1909] 212 U. S. 19, 53 L. 
ed. 382, 29 Sup. Ct. Rep. 192, 48 
L.R.A.(N.S.) 1134, 15 Ann. Cas. 
1034) to a holding that a return of 
73 or even 8 per cent is necessary to 
escape confiscation (United R. & Elec- 
tric Co. v. West, 280 U. S. 234, 74 
L. ed. 390, P.U.R.1930A, 225, 50 
Sup. Ct. Rep. 123) but as this latter 
case points out, what a fair return is 
cannot be settled by invoking de- 
cisions made years ago and based upon 
conditions radically different from 
those prevailing today. This subject 
is summed up by the Chief Justice of 
the United States Supreme Court in 
a recent telephone decision (Smith v. 
Illinois Bell Teleph. Co. supra, at p. 
14 of P.U.R.1931A) wherein he says: 

“In determining what is a confisca- 
tory regulation of rates it is necessary 
to consider the actual effect of the 
rates imposed in the light of the util- 
ity’s situation, its requirements, and 
opportunities. As was said in United 
R. & Electric Co. v. West, 280 U. S. 
234, 249, 250, 74 L. ed. 390, P.U.R. 
1930A, 225, 228, 50 Sup. Ct. Rep. 
123, a rule as to rate of return cannot 
be laid down which would apply uni- 
formly to all sorts of utilities; ‘what 
may be a fair return for one may be 
inadequate for another, depending 
upon circumstances, locality, and risk.’ 

“Tn that case the court restated the 
general rule in the language of the 
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opinion in Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
692, 693, 67 L. ed. 1176, P.U.R. 
1923D, 11, 20, 43 Sup. Ct. Rep. 675, 
as follows: ‘What annual rate will 
constitute just compensation depends 
upon many circumstances and must be 
determined by the exercise of a fair 
and enlightened judgment, having re- 
gard to all relevant facts. A public 
utility is entitled to such rates as will 
permit it to earn a return on the value 
of the property which it employs for 
the convenience of the public equal to 
that generally being made at the same 
time and in the same general part of 
the country on investments in other 
business undertakings which are at- 
tended by corresponding risks and un- 
certainties ; but it has no constitution- 
al right to profits such as are realized 
or anticipated in highly profitable 
enterprises or speculative ventures. 
The return should be reasonably suffi- 
cient to assure confidence in the finan- 
cial soundness of the utility and should 
be adequate, under efficient and eco- 
nomical management, to maintain and 
support its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties.’ ” 

[12] In the light of this decision 
we must determine what rate of re- 
turn is sufficient to enable the Black 
River Telephone Company to main- 
tain and support its credit, enable it 
to raise the necessary capital for re- 
quired extensions, and to assure con- 
fidence in its financial standing. Such 
a rate should be somewhat greater 
than one that will just escape confisca- 
tion. 

[13] The Black River Telephone 
Company is a comparatively small 
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utility operating in a thinly settled 
portion of the state. A considerable 
part of its territory is within the 
Adirondack park. It does not pro- 
vide telephone service to any city or 
to any manufacturing area. Its finan- 
cial standing, its market for securities, 
and its ability to raise money cannot 
be compared to the New York Tele- 
phone Company, the Illinois Bell Tele- 
phone Company, or other large units 
of the Bell system. 

In a recent decision (Re New York 
Teleph. Co. P.U.R.1930C, 325) this 
Commission fixed 7 per cent as a 
proper rate of return for New York 
Telephone Company, but, as previous- 
ly pointed out, although such a rate 
is ample for a company such as the 
New York Telephone Company it 
would be here insufficient. 

We are of the opinion and deter- 
mine that at this time the Black River 
Telephone Company is entitled to 
rates that will enable it to earn a re 
turn of approximately 74 per cent on 
the present value of its property used 
in the public service. 


Revenues and Expenses 


In the following tables [see op- 
posite page] there are set forth by 
prescribed accounts, the revenues and 
expenses and the net earnings avail- 
able for interest and dividends for 
the calendar years 1927, 1928, and 
1929, and the 12-months period ended 
September 30, 1930. 

The lesser net earnings for the 
twelve months ended September 30, 
1930, is due to an increase in ex- 
penses without a corresponding in- 
crease in revenue. 

The principal increases in expenses 
were in depreciation expense, traffic 
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expense, and general and miscellane- 
ous expenses. The increase in depre- 
ciation expense is due to the addition 
during the latter part of 1929 of $85,- 
000 of new plant upon which depre- 
ciation was computed for 1930 but 
not for 1929. The increase in traffic 
expense represents principally the cost 
of training and providing an enlarged 
operating force at Old Forge at which 
exchange a new switchboard twice the 
size of the one replaced was in service 
during the 1930 season. The increase 
in general and miscellaneous expenses 
consists largely of rate case expense. 

Depreciation expense for 1929 
computed upon the rates used by the 
company was $50,379.96. Exhibit 
BB presented on behalf of the Com- 
mission indicates that at least some 
of the annual depreciation rates used 
by the company are higher than neces- 
In this same exhibit these low- 


er rates applied to the average fixed 
capital in service during 1929 produce 
an annual accrual of $45,927. The 
average fixed capital balances used 
therein are the averages of the bal- 
ances at the beginning and at the end 
of the year. More exact averages 
have since been computed based upon 
the monthly balances of fixed capital. 
This results in a reduction of the aver- 
age fixed capital in service during 
1929 from $983,464 to $963,449 and 
a reduction in the necessary annual 
depreciation accrual from $45,927 to 
$44,993. This is approximately $5,- 
000 less than the accrual made by the 
company. 

We find that the net earnings dur- 
ing 1929 available for interest, divi- 
dends, and surplus were $79,152.36; 
that such net earnings represent a re- 
turn of 8.8 per cent upon the fair 
value of $900,000 of the average 











sary. 

Twelve 

Months 
Ended Sept. 

Revenues Year 1927 Year 1928 Year 1929 30, 1930 
re $155,736.62 $163,313.18 $168,010.83 $169,069.21 
NS gvkeeeses sd seekdiesesixe 99,206.52 110,209.35 121,650.35 121,502.52 
DEE, co vccvcasdgsoeusaouan<s 13,701.35 15,018.19 16,180.26 14,404.66 
NN I one oo cia camsaeeesinae 2,473.67 2,755.37 2,936.87 3,120.04 
OGUENE SHUG. 6nccicccacecssaceess 335.53 400.02 416.24 506.87 
MEE, ccacncteacadctieeesecuswesinws $271,453.69 $291,696.11 $309,194.55 $308,603.30 

Twelve 

Months 
Ended Sept. 

Expenses Year 1927 Year 1928 Year 1929 30, 1930 
Maintenance expense ..............-. $47,166.32 $49,811.41 $48,942.66 $50,898.78 
DGpreciation EEPENSE «.....cccccccecss 43,871.54 47,178.23 50,379.96 54,341.42 
NN errr are 65,211.73 67,542.87 69,074.18 74,465.74 
Commercial expense. .......cecceccces 17,455.12 18,159.24 19,949.64 20,714.86 
General and miscellaneous expense .... 20,093.20 19,678.31 17,554.05 21,716.99 
Uncollectible revenue ......eceseeeees 1,200.00 1,200.00 1,200.00 1,200.00 
TE cc ne poise aha naeakaeoes oeek's 18,000.00 20,575.00 21,850.00 22,800.00 
Rent deduction and expense .......... 6,004.32 5,325.90 5,125.68 5,747.99 

Amortization of landed —e ae 396.19 397.36 398.53 401. 

A tizati f debt discount an 

pecs a ae 
Misc. deduction from income ........ seecerece 56.06 ae 8 sedeasace 
Ee cc cipduanae eins tesesSereieeess $219,398.42 $230,461.62 $235,042.19 $252,287.12 
Diet TRUM 5. 5os cies sosdaewcaeeen es $52,055.27 $61,234.49 $74,152.36 $56,316.18 
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property in service during 1929; and 
that the rates in effect during 1929 
were sufficient to yield a fair return. 


Comparison of the Operations of 
Black River Telephone Company 
and Other Similar Companies in 
New York State 


Evidence was introduced (Exhibits 
O and U) setting forth a comparison 
between the operations of the Black 
River Telephone Company and that 
of certain other similar telephone 
companies in the state. The follow- 
ing table shows that comparisons for 
the year 1929 upon a per station 
basis: 


Black River Telephone Company .......... 
Wayne Telephone Company .............. 
Otsego and Delaware Telephone Company . 
Glen Telephone Company ...........-.00- 


While the average exchange reve- 
nue of the Black River Company was 
somewhat less than that of the other 
three companies, the average toll reve- 
nue was sufficiently high to more than 
offset the deficiency in exchange reve- 
nue, with the result that total operat- 
ing revenues exceeded any of the oth- 
ers. At the same time the Black 
River Company’s operating expenses 
have been correspondingly high. For 
several years comparative operating 
results have been similar to those of 
1929. 

The lesser average exchange reve- 
nue of the Black River Company is 


Year 
BN sitivantdc cas acdsaa Wades neernesen ss copeeear 
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attributable to the fact that a large 
part of its development is rural and 
party line, the lower revenue produc- 
ing grades of service. 

The greater average toll revenue is 
undoubtedly due to the extensive toll 
line system which the Black River 
Company owns within its own terri- 
tory and to the large toll traffic origi- 
nating at the Adirondack resort ex- 
changes during the summer season. 

Lowville, with a population of 
3,500, is the largest community served 
by the Black River Company. The 
company’s lines cover an area of ap- 
proximately 3,000 square miles and 
serve less than 6,500 stations. Devel- 


Total 


Exchange Toll Operating Operating 


Revenue Revenue Revenue Expenses 
$27.48 $19.89 $50.01 $33.67 
28.40 16.02 45.45 29.32 
29.97 16.80 48.58 32.06 
30.50 10.50 41.95 25.09 


opment of this character is responsi- 
ble for the higher operating costs. 


Dividend History 


On December 31, 1929, the com- 
pany had outstanding: 


ORIN UIE fo cio once cays aunwons $97,500 
a re re 136,400 
DOE NE, Ss Sadan ckensascencowass 241,900 


An analysis of operations during 
the past ten years shows that the com- 
pany has not defaulted in the pay- 
ment of bond interest, that it has met 
the interest on its preferred stock and 
that dividends on common stock and 
additions to surplus have been as fol- 
lows: 


Amount of Dividends Additions 
Stock Rate Amount to Surplus 
$65,000 7 $4,550 $10,869 

t 6 3,900 11,791 
65,000 6 3,900 12,006 
65,000 6 3,900 11,472 








= = 
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CHOC Cer er eee sere eeeeseereseesssesessesese 
ee 
CHOP C eee ee ee tee ereee sees seseseeesesese 
ee ee 
ee 


The following table shows, for the 
ten years from 1920 to 1929, the 
stockholders’ equity (common stock 
plus surplus), the amount of earnings 
thereon and the ratio of earnings to 
stockholders’ equity : 


65,000 6 3,900 3,009 
65,000 50 CO ae 
97,500 10 9,750 12,427 
97,500 16 15,600 5,072 
97,500 18 17,550 15,264 
97,500 18 17,550 23,173 
97,500 18 17,550 34,764 


per cent to 18 per cent during the past 
five years, nor the additions to sur- 
plus during that period are, in them- 
selves, evidence of an adequate return 
on the fair value of the company’s 
property. 

Dividends Plus 


Stockholders’ Equity Additions to Surplus 
(Common Stock plus Per Cent of Stock- 
Year Surplus 4) Amount holder’s Equity 
ENT Sesanrh. 5 idocavenessuawecetves $139,983 $15,419 11.0 
ST vaasadicadhotecactesudeicion 150,853 15,691 11.1 
NB ah ahd aicriy abcd até deeaguban 162,644 15,906 98 
BD Gee each cawiktwwen oeGke wen 172,935 15.372 9.0 
Be Batt c hy adeckdanevake-Soneshe 184,407 6,909 = 
See errr ey ae 218,816 22,177 10.1 
a cee cient ay dae MSS 231,244 20,678 8.9 
eee ee ee 236,315 32,814 13.9 
DE tick Fenny aweaaaeceeuewemes 255,363 40,723 16.0 
ER ha stivwdy ba buekaniexs innxkne 279,836 52,314 18.7 


1At the beginning of the year. 
Balance Sheets 


The condensed balance sheets of 
the company on December 31, 1929, 


Outlook for the Future 


[15] Any rate fixed in this pro- 
ceeding will of necessity be applied in 


and on June 30, 1930, were: the future. Such rates should, there- 
Assets 

Dec. 31, 1929 June 30, 1930 
ND So ie vaciius cE Swen aerewewcaaeess males $1,035,396.81 $1,136,028.20 
es co dudkkw nt eheventes assenarewee ena 57,112.11 45,216.80 
En er 16.66 16.64 
en ios Ocoee sas auenenlawese 16,316.24 18,260.85 

$1,108,841.82 $1,199,522.49 

Liabilities 

Eo icin s ccniiuiasaantaned thel~sauaenian tam $233,900.00 $233,900.00 
SS nr Seer eer rer Pere einer 241,900.00 241,900.00 
I NN iio cen bine sh se ctanxeesseues ens eows 42,862.10 113,329.81 
De Ge 30,039.46 20,065.66 
eee eee eee 334,453.19 354.573.09 
Cee NE NE BIE gis ons canaevesdeesecau noes 7,485.47 10,079.12 
Se SE rrr re rer re re 218,201.60 225,674.81 

$1,108,841.82 $1,199,522.49 


[14] From these balance sheets it 
is evident that the outstanding capital 
stock is disproportionate to the plant 
investment and that neither the divi- 
dend rate on common stock, from 10 
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fore, be fair both to the company and 
to its consumers under the conditions 
that will prevail during the period 
they are in effect. Estimates of fu- 
ture earnings and expenses are neces- 








NEW YORK DEPARTMENT OF PUBLIC SERVICE 


sary and such estimates must be based 
on past experience interpreted in the 
light of expected future conditions. 

Between July 1, 1929, and July 1, 
1930, the company made net additions 
to plant of $99,000 (Exhibit EE). 
Of this $13,000 has been included in 
the fair value of the average plant in 
service during 1929. This leaves 
$86,000 of cost new not in the 1929 
fair value. During the same period 
the depreciation reserve balance in- 
creased $30,000 (Exhibit EE). Thus 
the fair value at July 1, 1930, is esti- 
mated to have been $56,000 greater 
than at July 1, 1929. At July 1, 
1930, there was construction work in 
progress which would result in in- 
creasing, not later than July 1, 1931, 
the property in service by $47,000. 
In view of this it appears that the fair 
value of the company’s average plant 
in service during 1931 will be approx- 
imately $100,000 more than in 1929, 
or about $1,000,000. A return of 7} 
per cent is $75,000. This represents 
the net earnings to which the com- 
pany will be entitled in 1931. 

Gross revenues during 1929 and 
during the twelve months ended Sep- 
tember 30, 1930, were very nearly the 
same, namely $309,000. Since 1924 
the increase in gross revenue has been 
between $15,000 and $25,000 each 
year except in 1930. It is not unrea- 
sonable to expect an increase in gross 
revenue during the next few years of 
$10,000 per year. Such an increase 
would make the gross revenue for 
1931 $319,000. 

Operating expenses during the 





twelve months ended September 1, 
1930, exceeded those of 1929 by some 
$17,000. Such an increase is abnor- 
mal. The average annual increase in 
expenses for the past few years has 
been $6,000. Included in the 1930 
expenses are certain items which are 
nonrecurring. Principal of these are 
rate case expenses and an unusual cost 
of training operators. These two 
items total about $4,000. Other ex- 
penses during 1931 should not differ 
materially with those of 1930. Thus 
operating expenses for 1931 should be 
about $248,000, or $4,000 less than 
the total of $252,000 during the 
twelve months ended September 30, 
1930. 

Thus we have an estimate of opera- 
tions for 1931 as follows: 





Fair value of property ........... $1,000,000 
7% per cent thereon ........00% $75,000 
OVEMNUES: <..0.cos cc s0 Secs $319,000 
RI, os we acc orien daiet 248,000 
PE RNID ioc ivivoecs's sos diegin sears 71,000 
Deficiency under a 74 per cent 

WE evonales cceene i peerekaee $4,000 


We are, therefore, of the opinion 
and find that the rates now in effect 
will fail by approximately $4,000 to 
yield a proper return upon the fair 
value of the company’s property used 
in the public service during 1931. 


Future Rates 


The following rate schedules have 
been designed to yield additional an- 
nual revenue of $4,000, the amount 
by which it has been found that ex- 
isting rates fail to produce the return 
to which the company is entitled. 





Business ae Residence ———————— 

Individ- Two-  Four- Individ- Two- Four- 
Exchange Area ual Party Party Rural ual Party Party Rural 
PMI, Gciccesvnneees $4.00 $3.50 thes $2.50 $2.75 $2.50 $2.25 $2.00 
See DONE scssaaseces 3.75 ae $3.00 3.00 2.50 wae 2.00 2.25 
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BE Sticttascea dae 3.75 3.25 —_ 
eS err 3.75 3.25 a 
| rere 3.75 3.25 - 
Adams Center ........ 3.50 Senn 2. 
EY a.o4-40<oeneev< 3.50 2. 
Constableville ........ 3.50 2 
SS aa 3.50 2 
Mannsville ..... 3.50 2: 
ae 3.50 2. 
DE oc ccncasisawes 3.00 Zz 
POTCROOE occ ccescccs 3.00 2. 
PIGMGEEEOR sccccceccecse 3.00 ; z 
PEE ist wesceiercn kets 3.00 rb 


It will be noted that this schedule 
provides for the continuance of two- 
party residence service at Lowville, 
Adams, Pulaski, and Boonville, and 
four-party business service at Adams 
Center and Belleville (discontinued in 
the schedule proposed by the compa- 
ny) and for the discontinuance of 
four-party business service at Adams, 
Pulaski, and Boonville and of two- 
party business and two-party resi- 
dence service at Lyons Falls. Deci- 
sions in these matters are based upon 
present demands for the classes of 


Lowville 

Business: 

DEED Dosaweannsesetavedsan $4.00 

RR ere ee 3.50 

 cniadienennsiecenen ee 

NS ions ds ined 4st d tee ole 2.50 
Residence: 

ON CR rer 2.75 

BED iiccisaccisdndssands 2.50 

PI. So daccnccaucdadecden 2.25 

DE canwasnsagessséensasaseve 2.00 





° 2.50 2.50 2.25 2.00 2.00 
. 2.50 2.50 2.25 2.00 2.00 
: 2.50 2.50 2.25 2.00 2.00 
0 2.50 2.50 eoee 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 
0 2.50 2.50 2.00 2.00 


MMNMnininUMintnintn. « « 


service and upon what is considered 
proper rate schedule design. 
[Rate tables omitted.] 

A comparison of the rates herein 
found reasonable for the Black River 
Telephone Company with those di- 
rected to be charged by the New York 
Telephone Company under the Com- 
mission’s order of May 1, 1930, Case 
No. 6177, is shown in the following 
table. Lowville, Adams, Boonville, 
and Pulaski are comparable to New 
York Telephone Company Group II 
and the other exchanges to Group I. 


Adams Center, 


Belleville, 
Constableville, 
Croghan, 
Forestport, 
Henderson, 
Lyons Falls, 
Mannsville, 
Adams, Old Forge, N. Y. Tel. Co. 
Boonville, Remsen, 
Pulaski Sandy Creek GroupII Group! 
$3.75 $3.50 2 $4.50 $3.50 
3.25 aes 4.00 cana 
ona 2.502 3.50 3.00 
2.50 2.50 8 3.00 2.50 
2.50 2.50 2.75 2.50 
2.25 ae —s anaes 
2.00 2.00 2.25 2.00 
2.00 2.00 4 2.25 2.00 


1Croghan, Forestport, Henderson and Remsen individual business rate $3. 


2Old Forge four-party business rate $3. 
3 Old Forge rural business rate $3. 
4Old Forge rural residence rate $2.25. 
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The following table shows the ad- 


ditional annual gross revenue to be 
derived under the rates determined 
herein. 


Class of Service 


Lowville: 
BHGIVEGUO! DUSTIESE 65 6cc cs cccccascess 
EP WO-GEEy TOBINESE 2 occcickvccccvcceces 
Two-party residence .................. 
Four-party residence ..........-ecceee. 


Adams, Boonville, and Pulaski: 
RNRVEUIEY DEINE, 5.5 5 oo co ccs eweosnic 
ES WO-PATty WHORES acces cesvecccsaces 


Adams Center and Belleville: 
ERIVIGGE) DEEDS x... onc ccssincenceces 
Constableville, Lyons Falls, Mannsville, 
and Sandy Creek: 
a ae 
Croghan, Forestport, Henderson, and Rem- 
sen: 
ee ae 
Ly ga re 
MT IEEE Soca. dtwaateesauwedesas 


Old Forge: 
REIVIGUE DUMBER 60 diisicccsetewsea sais 
eg 


Total annual gross revenue .......... 


Additional annual gross revenue of 
$5,172 will yield after deducting Fed- 
eral income tax, state gross earnings 
and special franchise taxes and uncol- 
lectibles, net earnings of approximate- 
ly $4,300. 

For the reasons above set forth I 
recommend that an order be made au- 
thorizing the charging by the Black 
River Telephone Company of the 
rates previously set forth and direct- 
ing that company to file tariffs provid- 
ing such rates. 

Editor’s Note: Commissioners 
Van Namee and Brewster concurred 
in the above opinion by Mr. Ward. 
Commissioner Lunn concurred in the 
result but was unable, because of ill- 
ness, to concur in the adoption of the 
above opinion. 
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MattsiE, Chairman, and Burritt, 
Commissioner: The significance of 
the determination of the majority of 
the Commission in this case is not 

















Increase Stations Total 
Monthly Annual 6-1-29 Annual Increase 
$.50 $6.00 110 $660.00 
50 6.00 65 390.00 
25 3.00 329 987.00 
P..° 3.00 176 528.00 
$2,565.00 
By hs 9.00 183 1,647.00 
50 6.00 34 204.00 
1,851.00 
50 6.00 - ee eter 78.00 
50 6.00 — sees 312.00 
25 3.00 38 114.00 
25 3.00 27 81.00 
25 3.00 22 66.00 
261.00 
25 3.00 27 81.00 
25 3.00 8 24.00 
105.00 
ES RAID SRR LLOL PAE OT RCE REE $5,172.00 


to be found in the amount involved, 
but rather in the method whereby the 
majority reach the decision that the 
telephone rates of the Black River 
Telephone Company should be in- 
creased. The majority authorize an 
increase in exchange rates of some 
$5,000, which is only 3 per cent of 
the exchange revenues and much less 
than 2 per cent of the total revenues, 
such a small amount that the company 
will not enthuse over it nor will the 
subscribers be greatly burdened. 

The hearing officer, Mr. Ward, 
submits an opinion which is concurred 
in by Commissioners Van Namee and 
Brewster. Commissioner Lunn voted 
with these two Commissioners in fa- 
vor of the increase but is unable to 
vote on the adoption of an opinion 
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because of a serious accident which 
occurred immediately after the vote 
was taken upon the order. 

The report accepted by Commis- 
sioners Van Namee and Brewster is, 
in our opinion, open to serious criti- 
cism, first, because of the controlling 
weight given to reproduction cost in 
determining the value of the property. 
After dismissing the reproduction 
cost estimates of the company, for 
reasons which commend themselves to 
all Commissioners, the opinion ‘finds 
the following as the essential factors 
to be considered in determining the 
value as of July 1, 1929: 
Reproduction cost less depreciation 


as determined by the Commis- 
sion’s engineer, including all ele- 


EE GH ihe xo vaGsesncins $990,512 
Book value after the deduction of 
the depreciation reserve ........ 662,832 


The final value determined is $900,- 
000, which is only $90,000 less than 
the reproduction cost less depreciation 
at 1929 prices and $238,000 more 
than the book value of the property. 
This means that the reproduction 


value was given controlling weight , 


and that much less consideration was 
given to the book value of the prop- 
erty. 

Several facts make this determina- 
tion, even as of 1929, in our opinion, 
most unfair. In the first place, the 
book cost of the property ($950,000 
in round figures) represents the esti- 
mated cost of the property as deter- 
mined by an engineer some seven 
years ago employed by the company. 
It can hardly be said, therefore, that 
such an estimate is too small. It 
doubtless includes everything which 
the company had actually paid up to 
that time. The additions in the last 
seven years are presumably at actual 
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cost. Certainly, the company is in no 
position to claim that they do not rep- 
resent actual cost. 

As generally known, prices began 
to increase in the latter part of 1915 
and for over four years were on a 
very high level. In the spring and 
summer of 1920, prices dropped very 
greatly and were on a level substan- 
tially above the present and above 
pre-war costs until about a year 
ago. 

Over 70 per cent of the property 
actually in existence upon July 1, 
1929, was acquired or constructed 
after 1916. This fact has a signifi- 
cant bearing upon the weight to be 
given to the figures from the books 
and records of the company; for if 
three quarters of the property has 
been added since prices began to rise, 
due to the war, and if prices in 1929 
were generally below the average for 
the thirteen years immediately prior 
thereto, it is obvious that the book 
figures already reflect to a very great 
degree the high level of prices; and it 
is not necessary, therefore, to give 
such weight to reproduction cost as 
would be necessary if the larger part 
of the property had been installed or 
acquired on a pre-war price level 
basis. 

The opinion says that in determin- 
ing the 1929 rate base, consideration 
was also given to the fact that there 
has been a marked decrease in labor 
and material costs since July, 1929. 
If this is true, the claim that any 
weight is given to actual or book cost 
in determining the value as of July 1, 
1929, becomes ridiculous. A deduc- 
tion of only $90,000 from reproduc- 
tion cost less depreciation, less than 
9 per cent, in order to represent the 
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consideration given to the actual cost 
of the property and to the decline in 
prices since July 1, 1929, is wholly 
out of line with the facts. The record 
does not show what the fall in prices 
has been since that date, but it is com- 
mon knowledge that it has been at 
least 9 per cent, and in some instances 
the decrease has been far greater. 
For example, copper, which plays an 
important part in the reproduction 
cost of electric property, has declined 
in the last year and a half from about 
18 cents per pound to 10 or 11 cents 
per pound. 

It cannot be said, therefore, that 
one has complied with the law and 
given any weight to actual cost and 
find a value for the property as of 
July 1, 1929, of $900,000, if consid- 
eration has been given to the decline 
in prices since 1929 in determining 
the values as of 1929. 

But even assuming that the 1929 
value found in the opinion does not 
reflect the decline in prices since that 
date and that the subtraction of $90,- 
000 from reproduction cost less de- 
preciation is solely for the purpose of 
giving weight to actual or book cost, 
we believe that the conclusion is un- 
warranted, that it unduly emphasizes 
reproduction cost and that $900,000 
is an excessive rate base. 

However, even upon a value of 
$900,000, the opinion shows a return 
during the year 1929 of 8.8 per cent. 
Upon this basis, the present rates are 
excessive and ought to be reduced 
rather than increased. 

The record does not contain corre- 
sponding figures for 1930, only nine 
months of 1930 being covered by the 
data before us. This period shows 
a stationary income and increasing 
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operating expenses. The opinion does 
not consider that these figures are 
very important, and perhaps wisely 
so, for they are costs covering the pe- 
riod when the rate case was under 
way, and it not infrequently happens 
that costs during such a period are 
abnormally high. 

The opinion undertakes to prog- 
nosticate the revenues and expenses 
for 1931 and estimates that the fair 
value of the property will be $1,000,- 
000 and net earnings at the present 
rates $71,000. This shows a defici- 
ency of $4,000 below a fair return 
of 74 per cent. 

We cannot accept these figures for 
several reasons. In the first place, 
even assuming that the net additions 
to the property in 1931 are correctly 
estimated at $100,000 over 1929, it 
does not follow that the fair value for 
1931 would be obtained by adding 
$100,000 to the fair value of 1929. 
There has been a marked drop in 
prices during the last eighteen 
months, and the trend is distinctly 
downward at present. Whether it 
will continue, no one knows; but it 
is certain that if a reproduction cost 
estimate were made as of today, it 
would be considerably below the esti- 
mate as of July 1, 1929, a fact which 
is given no weight in the process fol- 
lowed in the opinion, namely, of add- 
ing the net additions to the rate base 
of 1929, 

Further, if we are to follow the in- 
junction laid down in the decisions of 
the United States Supreme Court in 
Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Com- 
mission, 262 U. S. 276, 288, 67 L. 
ed. 981, P.U.R.1923C, 193, 43 Sup. 
Ct. Rep. 544, 31 A.L.R. 807; Mc- 
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Cardle v. Indianapolis Water Co. 
(1926) 272 U. S. 400, 408, 71 L. ed. 
154, P.U.R.1927A, 15, 47 Sup. Ct. 
Rep. 144, we must give consideration 
to the trend of prices, and the trend is 
distinctly downward. This fact would 
call for a still further reduction in 
reproduction cost in the fixation of 
a rate base for 1931; but it has been 
ignored in the opinion. 

Even accepting for the moment a 
fair value of $1,000,000 for 1931, an 
examination of the predicted income 
statement will show that the increase 
is not warranted. ‘The opinion esti- 
mates the revenues to be $319,000 
and the expenses $248,000. The lat- 
ter figure is obtained by deducting 
from the operating expenses for the 
year ended September 30, 1930 
($252,000 in round figures), some 
$4,000 representing certain items 
which are nonrecurring such as rate 
case expenses and unusual traffic 
costs. But the hearing officer neg- 
lected to also reduce the depreciation 
expense to a fair amount. In arriv- 
ing at the net income for 1929, to 
be consistent with his estimate of ac- 
crued depreciation, he deducted from 
the expenses as reported by the com- 
pany about $5,000 for excess depre- 
ciation charge. If this were a proper 
deduction in 1929, at least this 
amount should be deducted in 1931. 
This correction alone would wipe out 
the alleged deficiency below a fair re- 
turn. 

We believe the Commission should 
be reluctant to base increases upon 
expenses which have shown a marked 
increase in a short period. There is 
too much possibility of error, and the 
United States Supreme Court has in- 
veighed against fixation of rates upon 
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conjecture and speculation (Minne- 
sota Rate Cases [1913] 230 U. S. 
352, 452, 57 L. ed. 1511, 33 Sup. Ct. 
Rep. 729, 48 L.R.A.(N.S.) 1151, 
Ann. Cas. 1916A, 18). 

As we stated in the informal dis- 
cussion of the case, we believe that 
the sounder course would be to deny 
any increase at this time but to ad- 
vise the company that if, at the end 
of six months or more in 1931, ex- 
perience definitely shows that the in- 
crease in operating expenses is a nor- 
mal one and can reasonably be ex- 
pected to continue, the Commission 
will permit the case to be reopened 
and the matter reconsidered. In view 
of the investigations already made, 
such an application could be disposed 
of quickly. 

There are other reasons why this 
course should have been followed. 
This is no time for increases in rates 
that are not absolutely necessary. 
Any addition to the cost of living and 
business expenses tends to delay the 
return to normal conditions. It is 
true that the increase authorized by 
the Commission is small but, as will 
be shown, the increase is not neces- 
sary to maintain the financial stand- 
ing of the company, and its finances 
are such that it might reasonably be 
asked to postpone any slight increase 
in rates to a later date. If the com- 
pany were in such a condition that 
the payment of interest or of reason- 
able dividends could not be main- 
tained, one would then need to bal- 
ance the harm of increased rates 
against the harm of decreased divi- 
dends, but there is no such situa- 
tion. 

The company paid in 1924 a stock 
dividend of 50 per cent; in 1925, it 
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paid 10 per cent upon all of the stock 
then outstanding; in 1926, it paid 16 
per cent in dividends; and in 1927, 
1928, and 1929, it paid 18 per cent 
annually on $97,500 of capital stock. 
In addition, it added over $34,000 to 
surplus in 1929, after the payment of 
all operating expenses, taxes, interest 
and dividends. 

Upon June 30, 1930, the company 
had in its corporate surplus over 
$225,000, or about 20 per cent of its 
entire fixed capital. In the deprecia- 
tion reserve, it had nearly $355,000, 
or over 30 per cent of its entire fixed 
capital. In the two accounts com- 
bined, it had over $580,000, or con- 


siderably over 50 per cent of its en- 
tire fixed capital. 

If its earnings in 1931 should prove 
to be only $60,000 ($11,000 less than 
the amount estimated in the opinion), 
the company could pay its interest, 
dividends on its preferred stock, 18 
per cent dividends on its common 
stock (including a return upon the 
additional capital required) and add 
at least $15,000 to its surplus. 

In view of the above facts, we con- 
clude that the petition for increased 
rates should be denied and that even 
the small increase approved by the 
majority of the Commission should 
not have been granted. 
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Re Public Utilities Commission of 


Manitowoc 
[U-4089.] 


Rates — Minimum charge during reduced power installation. 
1. A clause proposed by a municipal power plant governing the minimum 
charge at times of reduced power installation was held to be fair to the 
customer, on the theory that the minimum charge should not be entirely 
avoided during partial temporary disconnection, p. 55. 

Rates — Electricity — Short-term power rate. 
2. A short-term power rate, proposed by municipal power plant providing 


for an excess charge over the regular rates, ranging from 30 per cent the 
first month or less to 2 per cent for the sixth to eleventh months inclusive, 
was approved, p. 55. 
Rates — Electricity — Power-factor clause. 

3. A power-factor clause proposed by a municipal power plant for power 
installations of 40 horsepower or over, and providing a small percentage 
of excess charge for customers with a power factor of less than 80 per 
cent, and a small credit for customers with a higher power factor, was 
approved, p. 55. 


[February 28, 1931.] 


A PPLICATION of a municipal power plant for a revision of 
power rates; granted. 


P.U.R.1931C., 52 
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By the Commission: The applica- 
tion in this case was filed with the 
Commission December 31, 1930, and 
states that it is not the intent of the 
applicant to increase its rates, but 
rather to adjust the rules governing 
their application in a way which will 
adversely affect some customers. The 
present and proposed rates are as fol- 
lows: 


PresENT Rates 
Schedule 4—Power—lInstallations up to 
40 H. P. 


43¢ for the first 200 kw. hr. used. 

4¢ for the next 300 kw. hr. used. 

34¢ for the next 500 kw. hr. used. 

3¢ for all over 1,000 kw. hr. used. 

Minimum of 50¢ per month per H. P. or 
fractional H. P. connected. No power bill 
to be less than $2 per month. 


Schedule 5—Power—Installations of 40 H. P. 
and over 

3¢ per kw. hr. for less than 50 hrs. month- 
ly use of D. 

2.3¢ per kw. hr. for 50 to 100 hrs. monthly 
use of M/D. 

1.7¢ per kw. hr. for 100 to 200 hrs. monthly 
use of M/D. 

1.4¢ per kw. hr. for 200 to 300 hrs. monthly 
use of M/D. 

1.2¢ per kw. hr. for 300 to 400 hrs. monthly 
use of M/D. 

1.1¢ per kw. hr. for 400 to 500 hrs. monthly 
use of M/D. 

1¢ per kw. hr. for all over 500 hrs. month- 
ly use of M/D. 

Monthly minimum of 50¢ per H. P. con- 
nected. 


M/D to be the maximum load 
thrown on the system continuously 
for a period of one-half hour. This 
demand to be determined by tests 
with a curve drawing watt meter 
or other suitable instrument at such 
times as the department shall deem 
proper. 

Where the step system of rates re- 
sults in a lower charge for the higher 
quantity which is the minimum of the 
next lower rate, the customer will be 
given the benefit. 
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ProposepD RATES 
Schedule 4—Power—lInstallations up to 
40 H. P. 


44¢ per kw. hr. for the first 100 kw. hrs. 
per month per meter. 

3¢ per kw. hr. for the next 300 kw. hrs. 
per month per meter. 

23¢ per kw. hr. for all over 400 kw. hrs. 
per month per meter. 

Minimum of 50¢ per month per H. P. or 
fractional H. P. connected. 

No power bill to be less than $2 per month. 


Schedule 5—Power—lInstallations of 40 H. P. 
and over 


3¢ per kw. hr. for less than 50 hrs. month- 
ly use of M/D. 

2.3¢ per kw. hr. for 50 to 100 hrs. monthly 
use of M/D. 

1.7¢ per kw. hr. for 100 to 200 hrs. monthly 
use of M/D. 

1.4¢ per kw. hr. for 200 to 300 hrs. monthly 
use of M/D. 

1.2¢ per kw. hr. for 300 to 400 hrs. monthly 
use of M/D. 

1.1¢ per kw. hr. for 400 to 500 hrs. monthly 
use of M/D. 

1¢ per kw. hr. for all over 500 hrs. monthly 
use of M/D. 

Monthly minimum of 50¢ per H. P. con- 
nected. 


1. The contract period for power 
service is one year from date of ap- 
plication for such service. 

2. M/D to be the maximum load 
thrown on the system continuously 
for a period of fifteen minutes. This 
demand to be determined by tests 
with a curve drawing watt meter 
or other suitable instrument at such 
times as the department shall deem 
proper. 

3. Where the step system of rates 
results in a lower charge for the high- 
er quantity which is the minimum of 
the next lower rate, the customer will 
be given the benefit. 

4. Minimum Charge at Times of 
Reduced Power Installation: The 
minimum charges of these power rate 
schedules assume continuous use of 
the service for extended periods and 
do not permit temporary complete dis- 
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connection from the system in order 
to avoid paying minimum charges. 
However, in cases where the customer 
disconnects at least 20 per cent of his 
installation for at least thirty consecu- 
tive days, the utility will assess the 
installation as used for billing purpos- 
es. Customer is required to advise the 
utility in writing a week in advance 
regarding disconnection and is re- 
quired to satisfy the utility regarding 
same. The utility may seal the ap- 
paratus or circuits against use or may 
install means of recording or limiting 
the service. The installation used in 
computing the minimum charge for 
each period will be equal to the instal- 
lation actually remaining connected 
plus one fourth of the portion of in- 
stallation disconnected. 

5. Short-Term Power Rate: Short 
term power service will be given at the 
utility’s option, under the following 
terms: 

Case 1. Customers requesting serv- 
ice for less than a twelve months’ pe- 
riod, where in the utility’s judgment 
temporary installation of transform- 
ers is necessary, shall pay for such 
service at the regular rates applicable 
to such service and shall also pay, in 
advance of receiving service, all costs 
of installing and removing the neces- 
sary transformers and appurtenances, 
and any other costs similarly in- 
curred. 

Case 2. Customers requesting such 
service for less than a twelve months’ 
period where transformers are in- 
stalled or must remain installed, may 
contract for service at a rate which is 
equal to the standard rate for such 
service multiplied by a factor, as fol- 
lows: 
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Billing Period Factor 
SEES as ee ane ne 1.30 
SE ee ie oeraee eae 1.24 
Be Since pac ae eo ecee ees 1.18 
Wo ghd oe cu uinomeipnaaoe 1.12 
EH cca lage iaticr calvin kasi atioatn 1.06 
RE SEC ee ENR ee ay Pee 1.02 
ER Ra ee oe Re ey eee ere 1.02 
| SEE Oe ee eer 1.02 
BN SeiPic tide aocteut De ratnteaeu haces 1.02 

NE cdoiscmadeiea Gkiaie sania cannes aes 1.02 

BE Sicicuw tesadanckesenecmeanuncuen 1.02 


The first billing period shall be one 
month or less, depending upon the 
utility’s meter reading schedule, and 
each billing period thereafter shall be 
one month’s duration. 

At the expiration of any month, 
customer may cancel contract for 
service under this rider, and may con- 
tract for one year or more under the 
standard rate applicable to his serv- 
ice. 

6. Power-Factor Clause: This pro- 
vision applies only to power installa- 
tions of forty horsepower and over. 

The monthly gross charge for serv- 
ice shall be decreased .2 per cent for 
every whole per cent increase in aver- 
age monthly power factor above 80 
per cent lagging up to unity or in- 
creased .3 per cent for every whole 
per cent decrease in average monthly 
power factor below 80 per cent lag- 
ging. 

The average monthly power factor 
shall be determined monthly at the op- 
tion of the utility, by instruments de- 
signed to record power factor graphi- 
cally, by the use of the reactive ‘com- 
ponent meter which records only lag- 
ging reactive kilovolt ampere hours, 
or by other suitable instruments. 
When a reactive component meter is 
used, the monthly average power fac- 
tor shall be calculated from the 
monthly use of kilowatt hours “A” as 
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obtained from the integrating watt 
hour meter and the monthly use of 
lagging kilovolt ampere hours “B” as 
obtained from the reactive component 
meter by the following formula: 

Monthly average power factor 
equals “A” divided by the square root 
of (“A” squared plus “B” squared). 

The company will determine the 
average factor by suitable instruments 
at least once each calendar year at a 
time when the customer’s load is at 
least 75 per cent of the highest billing 
demand used during any of the twelve 
months previous to the close of the 
current monthly billing period. 

Hearing was held in Madison, 
January 29, 1931. There were no ap- 
pearances. 

The proposed changes in the rate 
schedule are a part of a general down- 
ward revision of the rates of the util- 
ity which will bring about an annual 
saving to its customers of about $50,- 
000. The proposed Schedule 4, ap- 
plicable to power customers, with in- 
stallations of less than 40 horsepower 
constitutes a substantial reduction and 
should be accepted without question. 
Schedule 5, applicable to larger power 
customers, is the same as at present 
in force. 

{1] The proposed clause govern- 
ing the minimum charge at times of 
reduced power installation seems to be 
fair, is more liberal to the customer 
than those of some other utilities, and 
has been accepted by the Commission 
in other cases. The principle in- 
volved, that minimum charges should 
not be entirely avoided during par- 
tial temporary disconnection has a 
sound basis in the costs of providing 


service and this clause should be ap- 
proved. 

[2] The proposed short term pow- 
er rate provides an excess charge over 
the regular rates ranging from 30 per 
cent the first month or less to 2 per 
cent for the sixth to eleventh months 
inclusive. Since it costs substantially 
more to serve a short term user, such 
a charge is not excessive and is only 
fair to the regular users who must 
otherwise carry most of the burden 
of such excess costs. 

[3] The proposed power-factor 
clause is applicable only to Schedule 
5, for power installations of 40 horse- 
power or over and provides a small 
percentage of excess charge for cus- 
tomers with a power factor of less 
than 80 per cent and a small credit 
for customers with a higher power 
factor. A customer with a poor pow- 
er factor is less desirable and costs 
more to serve per kilowatt hour reg- 
istered by his meter than the one with 
a good power factor. Such a clause, 
therefore, assesses the costs of fur- 
nishing service more accurately to the 
customer causing them. The clause 
as proposed is practically standard for 
large power rates in the state, has 
been accepted by this Commission be- 
fore, and should be allowed. 

It is therefore ordered that the 
Public Utilities Commission of Mani- 
towoc be and the same is hereby au- 
thorized to discontinue its present 
rates for power service and to sub- 
stitute therefor for service rendered 
after the first meter reading after the 
date of this order, the rates proposed 
in the application in this case. 
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Re Sierra Madre Telephone & Telegraph 
Company 


[Decision No. 23368, Application No. 16960.] 


Rates — Telephone directory advertising. 








1. Changes proposed by a telephone utility in the rates for its directory 
advertising which did not substantially affect the total revenue or rate of 
return earned by the utility, were approved as uniform, nondiscriminatory, 
and representative of the best judgment of the management as to proper 
charges in comparison with other advertising media, p. 56. 


Rates — Necessity for filing — Telephone directory advertising. 
2. A telephone utility was ordered to submit directory advertising rates 
for filing with the Commission before each directory issue, upon the theory 
that such rates automatically terminate with the active life of each direc- 
tory issue, which is a separate service in itself, p. 56. 


[February 9, 1931.] 


ee of a telephone utility for authority to revise 
rates for telephone directory advertising service; granted. 


APPEARANCES: Frank V. Rhodes, 
for Sierra Madre Telephone and 
Telegraph Company, applicant ; 

Ernest Irwin, for California Inde- 
pendent Telephone Association, inter- 
ested party. 


By the Commission: [1,2] This 
is an application of Sierra Madre 
Telephone and Telegraph Company, 
hereinafter referred to as the com- 
pany, for authority to revise its rates 
for telephone directory advertising 
service, to file a rate for reference list- 
ings in its directory and to modify its 
vacation rate schedule. A public hear- 
ing was held before Examiner Satter- 
white at Sierra Madre on November 
28, 1930, when the matter was sub- 
mitted for decision, 
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In connection with the operation of 
a telephone system in Sierra Madre 
and vicinity, the company publishes a 
directory which contains paid adver- 
tisements, 2s well as alphabetical list- 
ings of telephone subscribers and their 
telephone numbers. The record 
shows that upon the assumption of 
jurisdiction by the Railroad Commis- 
sion over the rates for such advertis- 
ing, the company filed with the Com- 
mission the rates then in effect. The 
directory preceding the present issue 
was produced by a printer who solic- 
ited the advertisements and printed 
the books. The company performed 
all of the work in connection with the 
current directory, but the rates 
charged were not strictly in accord- 
ance with the rates on file with the 
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Commission. This irregular proced- 
ure has occurred since the manage- 
ment of the company has been in the 
hands of Western Utilities Company 
and while the local company was pay- 
ing large management charges. 

The argument is advanced that the 
service, if it may be so called, of print- 
ing advertisements is not continuous 
as is the supplying of telephone serv- 
ice but that, on the contrary, each is- 
sue of the telephone directory may be 
considered as a complete advertising 
service for the active life of that di- 
rectory. Under this theory, rates 
would be filed for each issue of the 
directory and would automatically 
terminate with the active life of that 
issue. There appears to be much 
merit in this claim that each telephone 
directory issue is a separate service in 
itself. 

The specific changes in advertising 
rates now proposed are not important 
as affecting the total revenue or rate 
of return earned by the company and 
as the resulting rates for advertising 
service will be uniform, nondiscrim- 
inatory, and representative of the best 
judgment of the management of the 


company as to proper charges in com- 
parison with other advertising media, 
it appears that they should be ap- 
proved. The order accompanying 
this opinion will, therefore, authorize 
the filing of the proposed rates as set 
forth in Exhibit A of the company’s 
application for the life of the ensuing 
directory only. For each subsequent 
directory, the company should submit 
rates for filing with this Commission. 

The company asks for authoriza- 
tion of a rate of 75 cents per month 
for each reference listing in its tele- 
phone directory when such listing re- 
fers to the telephone number of a dif- 
ferent subscriber. Similar rates have 
been filed with this Commission for 
similar service elsewhere and such a 
rate appears to be appropriate in this 
instance. 

Applicant desires permission to 
modify its vacation rate schedule so 
that a subscriber to residence service 
may be granted a vacation rate for a 
maximum period of nine months in- 
stead of four months of any period 
of twelve consecutive months. There 
appears to be no objection.to this 
change in the vacation rate schedule. 





RHODE ISLAND SUPREME COURT 


Mount Hope Bridge Company 


Public Utilities Commission 
[No. 508.] 
(— R. I. —, 153 Atl. 367.) 


Valuation — Interest during construction. 
1. Interest on money necessarily invested during the construction period 


P.U.R.1931C. 








RHODE ISLAND SUPREME COURT 


of a public utility is part of the cost of property in a valuation for rate 


making, p. 59 


Valuation — Measure of interest during construction. 
2. The amount actually paid by a utility corporation for interest during 
its construction is not the measure for determining the amount to be 
allowed for such items for rate-making purposes, p. 59. 


Valuation — Deductions from interest during construction. 
3. Interest received by a utility on its funds during the period of the 
construction of its property should be deducted from the amount allowed 
for interest paid on money invested during the construction period for 
rate-making purposes, under a state law providing that the valuation of 
a toll bridge for rate-making purposes should include interest during con- 


struction, p. 59. 


[February 4, 1931.] 


A PPEAL by a toll bridge company from an order or the Pub- 

lic Utilities Commission fixing the original cost of the 

company’s bridge for rate-making purposes; Commission order 
sustained. 


APPEARANCES: Greenough, Ly- 
man & Cross, William B. Greenough, 
and Edgar J. Lanpher, all of Provi- 
dence, for Bridge Company; Benja- 
min M. McLyman, Attorney General, 
and Sigmund W. Fischer, Jr., Assist- 
ant Attorney General, for respond- 
ents. 


STEARNS, C. J.: The Mount Hope 
Bridge Company was incorporated by 
an act of the general assembly, ap- 
proved April 14, 1927 (Acts & Re- 
solves 1927, p. 454), entitled, “An 
Act to Incorporate Mount Hope 
Bridge Company and to Authorize 
said Company to Construct, Main- 
tain, and Operate a Bridge between 
the Towns of Bristol and Ports- 
mouth.” 

Section 5 of the act is as follows: 
“The company shall file all its rates, 
tolls, and charges with the Public 
Utilities Commission in the same 
manner provided for public utilities 


P.U.R.1931C. 


under Chap. 253 of the General Laws. 
The Public Utilities Commission shall 
have the jurisdiction over such rates, 
tolls, and charges as provided under 
said chapter, all the provisions of 
which shall be applicable to the com- 
pany. 

“In reviewing any rate, toll, or 
charge under said act, the Commis- 
sion shall approve rates, tolls, or 
charges adequate to pay a net annual 
return to the company equal to at 
least 9 per cent each year during the 
first ten years of operation and 8 per 
cent each year thereafter, of the orig- 
inal cost (plus additions thereto) of 
the property of the company; such 
original cost shall be determined by 
the Public Utilities Commission with- 
in three months after completion of 
the bridge and shall include the cost 
of the property, interest during con- 
struction and not over 10 per cent of 
such total for organization expenses 
and cost of financing. ‘Net annual 














MOUNT HOPE BRIDGE CO. 


return’ shall mean net annual income 
after the payment of all proper operat- 
ing expenses and taxes, and after ade- 
quate and reasonable provision for de- 
preciation, obsolescence, and other 
proper charges.” 

Bonds and debentures to secure 
funds for construction were issued 
and sold, and the proceeds thereof 
were received by the company in De- 
cember, 1927. After some delay, due 
to a mistake in the method of steel 
construction, the bridge was complet- 
ed and opened to traffic in December, 
1929. The Public Utilities Commis- 
sion, in compliance with the re- 
quirement of the act, after a public 
hearing, on March 19, 1930, de- 
termined the original cost of the 
property of the company to be 
$3,897,820.71. 

The facts are undisputed. The 
company paid upon its bonds and de- 
bentures in the period while the bridge 
was under construction interest to the 
amount of $552,500. During the 
same period, the company received in- 
terest upon unexpended balances of 
funds on hand to the amount of 
$155,460.19. In making its deter- 
mination of the original cost, the 
Commission deducted from _ the 
amount of interest paid the amount of 
interest received by the company, and 
allowed the balance, $397,039.81, as 
the interest during construction. The 
company, being aggrieved by the 
order of the Commission, is here on 
appeal therefrom. Gen. Laws 1923, 
Chap. 253, § 34. 

The only question before us is with 
respect to this deduction made in the 
item of interest during constructon. 

The company claims the right to 
include in the original cost all pay- 
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ments for interest during the period 
of construction, without any deduc- 
tion therefrom for interest received 
on balances on hand. 

[1-3] In the valuation of public 
utilities for rate-making purposes, it 
is uniformly held that a part of the 
cost of the property devoted to public 
service is the interest on the money 
necessarily invested during the period 
of construction. The length of time 
for which this interest should be com- 
puted has often been a matter of con- 
troversy, and different methods of 
computing the time and the rate of 
such interest have been adopted in dif- 
ferent jurisdictions. The rule, how- 
ever, is general and well settled that 
the amount paid by the utility for in- 
terest during construction is not the 
measure for the determination of the 
amount of interest to be allowed as a 
part of the cost. In Whitten, Valua- 
tion of Public Service Corporations, 
Vol. 2, § 565, the author says the bet- 
ter rule seems to be that there is no 
room for profit prior to the time when 
service begins, and, therefore, that in- 
terest during construction should be 
figured on the basis of the minimum 
necessary cost of money to the utility 
during the construction period. The 
meaning of the phrase “interest dur- 
ing construction” in the act of 
incorporation is to be determined 
by consideration of the phrase to- 
gether with the whole act. The 
company by the act is made a public 
utility. 

The general authority of the Com- 
mission over the rates, tolls, and 
charges of public utilities is limited in 
the case of this company by the pro- 
vision in the act which requires the 
Commission to approve rates and tolls 
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adequate to pay a net annual return 
to the company of at least 9 per cent 
each year for the first ten years of 
operation and 8 per cent each year 
thereafter. The act also provides that 
the bridge, its approaches and ancil- 
lary structures are exempt from taxa- 
tion; also that the company is not re- 
quired to pay to the state any compen- 
sation for any land or interest or 
estates therein taken or acquired by 
the company for the construction, 
maintenance, and operation of such 
bridge. 

Section 2 of the act provides that 
the location, design, plans, and con- 
tracts for construction of the bridge 
are to be subject to the approval of 
the state board of public roads. Sec- 
tion 6 provides that ten years from 
the opening of the bridge to public 
use, or at the end of each 5-year 
period thereafter, and not otherwise, 
the state may purchase the tangible 
personal property and real estate of 
the company at a price equal to the 
original cost to the date of purchase 
of such property and any additions 
thereto, less adequate depreciation, 
plus the amount by which the aggre- 
gate sum of the net annual returns re- 
ceived by the company shall be less 
than the aggregate sum of the net an- 
nual returns specified in § 5, provided 
that said amount shall not, in any 
event, exceed 15 per cent of said orig- 
inal cost; that on January 1, 1970, 
said tangible personal property and 
real estate, unless theretofore acquired 
by the state, shall become the property 
of the state without any payment 
therefor, and free from any incum- 
brances. Without reference to other 
parts of the act of incorporation, the 
intention of the act is plain. The 
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original cost is made the basis of the 
purchase price, if the state exercises 
its option; also the original cost is to 
be the fixed basis for the rate of tolls. 
The three items included in the orig- 
inal cost are the cost of the property, 
interest during construction, and a 
fixed limit, on a percentage basis, for 
organization and financial expenses. 
To avoid any uncertainty or contro- 
versy later because of changed con- 
ditions, the amount of the original 
cost is required to be settled within 
three months after completion of the 
bridge. By its control of the location, 
the design, and the contracts for con- 
struction, the general assembly clearly 
intended to regulate and limit the 
amount of the expense for construc- 
tion. The act of incorporation neither 
contemplates nor provides for the 
making of any profit or income by the 
company prior to the cpening of the 
bridge. Income is to be derived from 
tolls and rates, and is to begin on the 
opening of the bridge. The allow- 
ance of the interest charge claimed 
would insure to the company for 
forty years an income from tolls de- 
termined, not on actual expense, but 
in part on expense plus profits. The 
disallowance of income from interest 
takes no property from the company. 
It does reduce the maximum amount 
for organization and financial ex- 
penses which is to be included in 
the total cost. The company, how- 
ever, retains the interest and the 
profit thus gained by the loans of its 
funds. 

The deduction made of the amount 
of interest received on funds on hand 
was correct and in accordance with 
the provisions of the act. 

The appeal of the petitioner is de~ 
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nied and dismissed, and the order ap- 
pealed from is sustained. 
A form of decree in accordance 


with the provisions of Gen. Laws 
1923, Chap. 253, § 35, may be pre- 
sented. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Atlantic City Electric Company 


Eminent domain — Construction of underground conduits in city streets. 
1. The condemnation of property, by an electrical utility for the installa- 
tion of underground conduits in a city, from the curb lines to the build- 
ing lines was held to be more practicable and less expensive than the con- 
demnation of space in the streets themselves between the curb lines, p. 


Eminent domain — Condemnation fer underground conduits — Space required. 


2. The condemnation by an electric utility, for the installation of under- 
ground conduits, of the entire space between curb lines and building lines 
of a city street was held to be justified, notwithstanding the fact that such 
construction actually required only a narrow strip, p. 63. 


Eminent domain — Condemnation in fee. 
3. The right of an electrical utility to condemn extends only to the use 
of property for the distribution of electric energy, and it cannot accord- 
ingly condemn any land in fee, p. 63. 


{February 24, 1931.] 
| genenaee of an electrical utility to exercise the power of 


eminent domain; granted. 


APPEARANCES: Joseph Thompson 
and Walter Hanstein, for petitioner ; 
William R. Garrison, for May M. 
Ogden; Babcock & Champion, by 
Samuel Friedman, for George H. 
Wessell and Emma B. Conover. 

By the Boarp: This is an appli- 
cation on the part of the Atlantic City 
Electric Company for certificates of 
approval for the purpose of condemn- 
ing lands of May M. Ogden, and oth- 
ers, owners of lands upon which the 
Atlantic City Electric Company de- 
sires to install underground conduits 
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and manholes for the installation of 
cables required for the distribution of 
electrical energy to its customers in 
Atlantic City. This application is 
made pursuant to Chap. 227 of the 
Laws of 1925. 

Due notice of the proceedings as 
provided by statute has been given to 
the owners of the land and other par- 
ties having an interest therein. 

The lands for which the applicant 
seeks the Board’s approval in order 
to commence condemnation proceed- 
ings are described in the respective 
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certificates issued in connection with 
each individual property owner, the 
condemnation of whose lands is 
sought in this proceeding. 

Pursuant to the statutes aforesaid, 
a public utility company, defined as 
such by the law of this state, supply- 
ing electric light, heat, or power, in 
case it cannot acquire land or interest 
therein, which may be reasonably nec- 
essary for the distribution of electric- 
ity to the public, from the owner of 
such land by reason of disagreement 
as to price or legal incapacity or ab- 
sence of the owner or inability to con- 
vey a valid title or because the names 
or residences of such owner or owners 
may be unknown, or for any other 
reason, may take or acquire such land 
or interest therein as may be reason- 
ably necessary for a right of way, un- 
der the provisions of an act entitled, 
“An act to regulate ascertainment and 
payment of compensation for prop- 
erty condemned or taken for public 
use (revision of 1900),” and the 
amendments thereof and supplements 
thereto. The right of the applicant 
to take and condemn lands as above 
referred to is dependent upon obtain- 
ing from this Board an approval, 
upon notice to the owners and parties 
having an interest in the land, after 
hearing, in which the Board must find 
and determine that the property de- 
sired is reasonably necessary for the 
service, accommodation, convenience, 
or safety of the public, and that the 
taking of such property is not incom- 
patible with the public interest and 
would not unduly injure the owners 
of private property. 

From the testimony it appears that 
the increasing demand for electrical 
energy for light, heat, and power in 
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the city of Atlantic City requires the 
removal of overhead lines generally 
from the streets of the city and their 
installation in conduits with the nec- 
essary manholes located beneath the 
surface of the ground. It further ap- 
pears that the streets through which 
conduits and cables might be installed 
are provided with substantial and ex- 
pensive pavement which would make 
it very expensive to install the con- 
duits and manholes beneath the sur- 
faces of the streets between the curbs. 
Furthermore, it appears that there are 
already installed within the curb lines 
of the streets a large number of water, 
gas, and sewer mains, two sets of 
them on considerable portions of the 
wider streets and that the under- 
ground structures now occupying the 
area between curb lines practically 
take up all the available space. The 
city authorities and the electric com- 
pany are in agreement in concluding 
that the best location for the conduits 
and manholes is beneath the side- 
walks. While there may be some le- 
gal question as to the rights of the 
property owners in the underground 
space between the building line and 
the curb line, the exercise of these 
rights appears to be governed by § 3 
of Ordinance A-17, Art. 27 of Ordi- 
nance No. 15, and supplements there- 
to, and also by certain conditions in 
the Building Code. In other words, 
the Building Code adopted by the city 
of Atlantic City contemplates the use 
by the property owner under certain 
restrictions of the space underneath 
the sidewalk and between the building 
line and the curb line. In cities gen- 
erally it is customary to locate vaults 
for the storage of coal and other ma- 
terials and in some cities these spaces 
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RE ATLANTIC CITY ELECTRIC COMPANY 


are utilized by the owner of the 
property for other than storage pur- 
poses. 

The company asks the right to con- 
demn practically the entire width be- 
tween the foundation walls of the 
building and the curb line. On the 
other hand the testimony and the 
plans for this construction show that 
the entire width would only be re- 
quired at certain points, approximate- 
ly 200 feet apart, for the installation 
of manholes, which would require a 
space of about 10 feet square with a 
depth not exceeding 7 feet except in 
rare instances where it might be nec- 
essary to drop them lower in order 
that, in crossing a street, the conduits 
could clear the various water, gas, or 
sewer mains, which would have to be 
crossed by the conduits. At closer 
intervals there would also be service 
boxes requiring an outside space of 
5 feet of a somewhat less depth than 
the manholes. The conduits them- 
selves would occupy a space ranging 
from 17 to 30 inches in width and 
would be located at a maximum depth 
of about 4 feet. The exact position 
of the conduit in the sidewalk would 
depend upon the location where it 
must run into the manhole in each 
case. 

[1-3] From the testimony it is 
clear that throughout the great ma- 
jority of the length a comparatively 
narrow space is actually required. It 
would appear that the reason for nam- 
ing the full width of the space be- 
tween the curb and the building line 
is because a manhole or handhole 
might have to be located at most any 
point at some time in the future and 
furthermore it is not entirely prac- 
ticable in advance to locate the exact 
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position of the conduit itself with ref- 
erence to its proximity to the curb or 
to the building line, but on the testi- 
mony taken it is apparent that the 
full width sought to be condemned is 
not necessary in all cases but only to 
the extent thereof as is set forth by 
the description contained in the cer- 
tificates directed against the respec- 
tive. owners, which certificates will 
issue in accordance with this deter- 
mination. 

With reference to the use of the 
space under the sidewalk by the own- 
er, it is customary in many cities 
where vaults are located under the 
sidewalks, extending out to the curb 
line to support the conduits from the 
sidewalks, in this way not interfering 
materially with the use of such vaults. 
Furthermore, from the building regu- 
lations as referred to by the city en- 
gineer, it would appear that the build- 
ing regulations only allow a vault to 
be constructed to a distance of 5 feet 
beyond the building line, so that there 
would still be space in a 10-foot side- 
walk where the conduits could be lo- 
cated without interfering with the 
vaults which the building code au- 
thorizes the owner of the property 
to install. Manholes, however, 
would occupy practically the entire 
space underneath a 10 or 12-foot 
sidewalk. 

Reference was made in the testi- 
mony to the condemnation of the 
“fee.” The right of condemnation 
extends only to the use of the prop- 
erty for the distribution of electrical 
energy and if at any time the use of 
this property for such _ purposes 
ceases, the land itself and all the rights 
connected with it revert to the prop- 
erty owner, so that under the circum- 
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stances the fee itself cannot be con- 
demned, but only the necessary ease- 
ment for the location, construction, 
repair, and maintenance of such 
structures as are necessary for the 
distribution of electrical energy. 

The testimony indicates that the 
public interest requires that as many 
overhead wires and poles as possible 
be removed from the streets and that 
they be placed underground. The tes- 
timony also indicates that it would be 
far more expensive and less practical 
to install the necessary conduits and 
manholes between the curb lines but 
that it would be more practical to 
install them between the curb lines and 
the building lines underneath the side- 
walks. This was recognized some 
few years ago when the city itself, in 
arranging for the location of lighting 
standards along certain streets, ar- 
ranged for the installation of cables 
from the conduits now to be con- 
structed, to the lamp posts, the cables 
being fed in through a pipe bent from 
the sidewalk side of the light stand- 
ard. 

The names of the owners of prop- 
erty which the company desires to ob- 
tain, and with whom there has been 
a disagreement as to price relating 
to the acquisition of their lands or in- 
terest therein, or owners who are un- 


known or whose whereabouts cannot 
be ascertained, are as follows: May 
M. Ogden, et al., Arthur Pyne, et al., 
Paul Siegel and Sarah Schwartz, 
George H. Wessell, et al., Emma B. 
Conover, et al., William H. Sed- 
den, Jr., et al., Joseph McGarrity, 
John Janke, William S. Bachman 
and Ada M. Bachman, and John C. 
Vaughn. 

After full consideration of all the 
testimony submitted, the Board finds 
and determines that it is necessary, 
in order that the Atlantic City Elec- 
tric Company may furnish electrical 
energy in the city of Atlantic City, 
that the applicant proceed with its 
plans for removing from the streets 
its poles, posts, and overhead wires 
and install in place thereof the neces- 
sary manholes, handholes, conduits, 
and cables beneath the sidewalks gen- 
erally between the curb and building 
lines. 

The Board, therefore, finds and de- 
termines that the lands or interest 
therein sought to be acquired through 
condemnation are reasonably neces- 
sary for the service, accommodation, 
convenience, or safety of the public, 
and that the taking of such properties 
is not incompatible with the public in- 
terests and will not unduly injure the 
owners of private property. 





P.U.R.1931C. 








May | 











May 28, 1931 Public Utilities Fortnightly XI 











DISTRIBUTION 


STREET LIGHTING 


|| TRUSTWORTHY 
| TRANSFORMERS 
Hy PROMPT SERVICE 

il KUHLMAN ELECTRIC CO. 


BAY CITY, MICH, 

















UNION METAL 
INSTALLATIONS 
Are Modern, Depend- 


able and Economical 


THE 
UNION METAL MFG. CO. 
CANTON, OHIO 





Opinions 


have little weight when bal- 
anced against facts. Finding 
and reporting facts is the ser- 
vice performed by _ these 
laboratories. 


ELECTRICAL TESTING 
LABORATORIES 


80th St. & East End Ave. 
New York 











y Test 














XII 


Public Utilities Fortnightly May 28, 1931 











; PROFESSIONAL DIRECTORY : 























DAY & ZIMMERMANN 


INCORPORATED 
ENGINEERS 
2 
Examinations 
Reports 
Valuations 
Public Utility 
Management 
2 


NEW YORK PHILADELPHIA cuHICAGo 
Foreign Office, Paris, France 


























E. L. PHILLIPS & Co. 


ENGINEERS 


FINANCE, DESIGN, CONSTRUCTION 
MANAGEMENT 


OF 


PUBLIC UTILITIES 


50 CHURCH ST. NEW YORK 











IKOIONI 


P. U. R. Question Sheet Plan 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A fort- 
nightly quiz of ten questions and an- 
swers on practical financial and operat- 
ing questions discussed and decided by 
the State Commissions in their investi- 
gations of public utility companies. 

$25.00 a year for the -Public Utilities Fort- 


nightly with Question Sheets and answers. 


$10.00 a year for Question Sheets and an- 
swers alone. (This subscription is for those 
who have access to the Public Utilities Fort- 


nightly.) 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Bldg., Washington, D. C. 


Neg jG 





_—_" 


— ——=, 

















STATEMENT OF OWNERSHIP 
Statement of ownership, management, circulation, etc., of Public Utilities ‘+ edd published 


bi-weekly at Rochester, N. Y., required by the Act of Congress of August 


Postoffice Address 


hester, N. 





Name 
Publisher, Public — Reports, Inc 


Rock ter, N.Y. 





Editor, Henry C. 


Managing Editor a. | “Editorial Director, Kendall Banning. 


Washington, D.C. 





Washington, D. C. 





Business Manager, A. S. Hills 


Owners: (Names and addresses of individual owners, or if a corporation, its name and names and 
addresses of stockholders owning or holding 1 per ag or more of the = ar a srocks) 
. ¥.; Orlando B. 


Public Utilities Reports, Inc., Rochester, N. 


Willcox, " York, N. Y.; Philip H. Gadsden, 
mM. ¥.: L Nash, Boston, Mass.; Martin J. Insull, 
ers, mortgagees, and other security holders owning or holding 1 per cent or 


Known Bondhald 


more of total amount of bonds, mortgages, or other securities are: 


D. Young, New Yor 


; Ow 
. Philadelphia, Pa.; Ralph B. Feagin, New York, 


Chicago, Ill. 


None. 
PUBLIC UTILITIES REPORTS, INC. 
Henry C. Spurr, Editor 


Sworn to and subscribed before me this 2lst day of March, 1931. 


(My commission expires March 31, 1933.) 


Margaret T. Mahoney. 





PL 














1 


May 28, 1931 


Public Utilities Fortnightly | XIII 








PROFESSIONAL DIRECTORY 








ALLIED ENGINEERS, Inc. 
Engineers and Constructors 
20 Pine Street, New York 


Birmingham, Alabama Jackson, Mich. 











PUBLIC UTILITY SERVICE 
AND DISCRIMINATION 


In One Volume 
By 


ELLSWORTH NICHOLS 


(Associate Editor of Public Utilities Reports) 





1200 pages—$10 





Order Your Copy Now! 
(See Description—Page XIV) 


PUBLIC UTILITIES REPORTS, Inc. 


1038 MUNSEY BUILDING 
WASHINGTON, :: D.C. 





THE BEELER 
ORGANIZATION 


JOHN A. BEELER, DIRECTOR 
TRANSPORTATION, TRAFFIC 
OPERATING SURVEYS 
BETTER SERVICE 
FINANCIAL REPORTS 


APPRAISALS-——-MANAGEMENT 
Current Issue LATE NEWS & FACTS free on request 


2 
52 VANDERBILT AVE., NEW YORK 








EDWARD J. CHENEY 
ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 








SANDERSON & PORTER 


ENGINEERS 
FOR THE 
FINANCING—REORGANIZATION— 
DESIGN—CONSTRUCTION 
or 
INDUSTRIALS AND PUBLIC UTILITIES 
CHICAGO NEW YORK SAN FRANCISCO 








Fairchild Aerial Surveys, Inc. 
AERIAL PHOTOGRAPHIC MAPS 
and AIR VIEWS for 
Engineering, Financial and Legal 
Studies, Reports and Records 
LEBROS BUILDING 
8th Ave. and 38th St., New York City 








CONSULTING ENGINEERS 
Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 
MUTUAL BUILDING KANSAS CITY, MO. 
36 W. 44TH ST. NEW YORK CITY 
307 HILLS ST. LOS ANGELES, CALIF. 














169,000 impressions annually 
of your Professional Card 
in this Directory 
for $150 (renewal $125) 














XIV Public Utilities Fortnightly May 28, 1931 








Earll Catchers and Retrievers Cast Iron Pipe and 
Fittings for all purposes 


Write for handbook 
of deLavaud Pipe 
which gives complete 
information regard- 
ing this stronger cast 
iron pipe of greater 
carrying capacity. 





Public Utility Companies throughout 


PTRPMERS ged cutter atic "=, | | the United States are finding U. S 
effectively when ten or fifteen years old as Pipe ideal for high and low pressures 
when new are the ones you want. RLL ; Conall 2 
Catchers and Retrievers y this and ym A in gas and water service. mpiete in- 
are easiest to operate and maintain. 8 * 
the users—there are many of them. formation on request. 


C. I. EARLL, YORK, PA. 


CANADIAN AGENTS nited States Pipe 
Railway & Power Engineering Corp., Ltd., Toronto, Ont. U Co., Bu 
IN ALL OTHER FOREIGN COUNTRIES and Foundry ai rlington, New Jersey 








International General Electric Co., Schenectady, New York 








Public Utility Service 


and 


Discrimination 


IN ONE VOLUME 
By 
ELLSWORTH NICHOLS 
(Associate Editor of Public Utilities Reports) 


1200 PAGES—¥10 


Containing all the available information, rules and 
guiding precedents dealing with every phase of public 
utility SERVICE—expounding fully, in the light of 
existing authorities, the question of DISCRIMINA- 
TION, both in service and rates. 

Good public relations depend very Senate a, ade- 
quate, satisfactory and nondiscriminatory SERVICE. 
The only handbook of authority on SERVICE AND 
DISCRIMINATION. Invaluable to utility executives, 
managers, superintendents and those having direct con- 
tact with the public. 


(Order your copy now) 
Public Utilities Reports, Inc. 
MUNSEY BUILDING 
Washington, D. C. 
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lems incidental to the regulation of public service 
corporations; conducted as an open forum for the 
frank discussion of both sides of the controversies 
over the economic, legal, political and financial as- 
pects of present-day trends in the control of these 
companies by the state and Federal commissions. 
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ELECTRIC 
HOISTS 


The Wright Manufacturing 
Company, Bridgeport, Conn., 
has issued a new catalog on 
Wright Electric Hoists. The 
catalog contains forty-eight 
pages and gives a complete 
description of Wright Electric 
Hoists as well as dimensions and 
other useful data. The hoists 
include hook and bolt suspen- 
sion; plain, geared and motor 
driven trolleys; and drum and 





“Variable Load Brakes” 


give uniform braking with varying load. 
Modern Brakes for modern cars. 


Westinghouse Traction Brake Co. 
Wilmerding, Pa. 








NAUGLE POLES 
Western and Northern Cedar 
Butt-treated or Plain 
NAUGLE POLE & TIE CO. 

59 East Madison Street 


Chicago, IIL. 








low headroom types. 














Manufacturers of 
CLAMSHELL BUCKETS 


STEAM PURIFIERS 
STEEL GRATING 


BLAW-KNOX COMPANY 





STANDARD BU  naeree 
TRANSMISSION TOWERS 
STEEL FORMS FOR CONCRETING 
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GUIDING PRINCIPLES 


of 


PUBLIC SERVICE 
REGULATION 


In Three Volumes 
BY 


HENRY C. SPURR 


THE ONLY AUTHORITATIVE 
WORK OF ITS KIND 
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2,790 pages crammed with the accumulated 
knowledge of many years 


$25.00 


A concise, yet exhaustive review of the 
Principles and Practices that have become 
established in the operation of Public 
Utilities under the present system of 
Governmental Regulation, with full refer- 


ences to the authorities. 


Compiled for the use of 
Public Regulation. 
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Size 9%” x64” 


All Persons interested in the problems of 


CONVENIENT ORDER FORM 


To 
Public Utilities Reports, Inc. 


Date 








1038 Munsey Bldg., Washington, D. C. 


Gentlemen: 


Kindly send me the three-volume set of “Guiding Principles of Pub- 
lic Service Regulation,” by H. C. Spurr, 


0 10 Days’ Examination 

0 Cash Herewith 

( Charge to Account 

O c. oO. D. 

If odd volumes are de- 
sired, check below: 

0 Volume I $7.50 

OJ Volume II 7.50 

0 Volume III 10.00 


the cost of which is $25.00. 


Name 





Address 
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STANDARD} 


OF TRAILER VALUE 





iT 


Although only announced publicly in 
March, the new line of Fruehauf pressed 
steel frame Semi-Trailers has already 
won the hearty approval of transporta- 
tion men everywhere. And these experi- 
enced haulers—experts in judging the 
value of such equipment—are showing 
their approval in the form of orders— 
substantial orders. Already the new 
Fruehaufs have won a marked success. 


These trim, new Semi-Trailers are the 
finest ever built by Fruehauf and the 
greatest value ever offered by the com- 
pany. The frames are of heavy pressed 
steel with wide flanges and havea maxi- 
mum depth at the point of greatest 
strain of 12 inches—sufficient depth to 
provide strength for many times their 


TRAILERS 

































































10950 Harper Avenue - 


rated capacity. A drop in the frame just 
back of the rear wheels of the tractor- 
truck permits a lower platform height 
and also the use of conventional 
body sills. 


In accordance with the best engineer- 
ing practice in automotive circles, 
Westinghouseslack adjusters have been 
installed as standard equipment and 
brakes are protected from dirt by easily 
removable pressed steel plates. 


There are so many features about the 
new Fruehaufs—all of them important 
to you and we haven’t space to even 
mention them here—that we urge you 
to send for the two special new illus- 
trated folders describing them. Just a 
line from you will be sufficient. 


Oldest and Largest Manufacturers of Trailers 
FRUEHAUF TRAILER COMPANY 


Branches and Distributors in All Principal Cities 
Detroit, Michigan 
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Below is «a partial list of more 
than 125 public utility, petro- 
leum end natural gas subsidiaries 
of Cities Service Company: 


Arkansas Natural Gas 
Corporation 


Cities Serviee Gas Co. 

Cities Service Oil Co. 

Cities Service Power & 
Light Company 

Cities Service Refining 
Company 

Crew Levick Company 

Danbury & Bethel Gas 
& Electric Light Co. 

Durham Public Service 
Company 

East Tennessee Light & 
Power Company 

The Empire District Elec- 
trie Company 

Empire Gas & Fuel 
Company (Delaware) 

Empire Oil and Refining 
Company 

Gas Service Company 

Indian Territory Mumi- 
nating Oil Company 

Kansas City Gas Co. 

The Ohio Public Service 
Company 

Public Service Company 
of Colorado 

St. Joseph Railway, Light. 
Heat & Power Co. 

Sixty Wall Street Cor- 
poration 

Spokane Gas & Fuel Co. 

The Toledo Edison 
Company 














LISTEN IN—Cities Service Radio Hour— 
FRIDAYS 8 P. M., Eastern Daylight Time— 
WEAF and 37 N. B. C. Associated Stations DD occ cccescccessvccccssccéeceeputiecescsseenees 








Cities Service Investors 


Of the 15,000,000 investors in the United States, 
1,000,000, or more than 644%, own securities of the 
Cities Service organization. Among them are hundreds 
of banks, insurance companies, educational and financial 
institutions. 

Dealing as they do in the mass production of the neces- 
sities of life, Cities Service Company and its subsidiaries 
have been able to earn and pay to their security holders 
hundreds of millions of dollars in interest and dividends. 
A large percentage of the organization’s million security 
holders are their customers for electric light and power, 
gas, gasolene and oil. 

Now, at today’s depressed prices, is a good ‘time to join 
the million Cities Service securities holders. Our book- 
let “Cities Service Common Stock as a Permanent In- 
vestment” will be sent upon request. 


HENRY L. DOHERTY & COMPANY 


60 Wall Street © New York City 
Branches in principal cities 





HENRY L. DOHERTY & COMPANY 

60 Wall Street, New York, N. Y. 
Please send me full information about Cities Service 
Company Common st 
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The public utility system. of ~ 


Standard Gas and Electric 
Company 


includes 


The California Oregon Power Company 
Duquesne Light Company (Pittsburgh) 
Equitable Gas Company (Pittsburgh) 
Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company 
Market St. Railway Company (San Francisco} 
Mountain States Power Company 

Northern States Power Company 

Oklahoma Gas and Electric Company 
Philadelphia Company 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Company 
Southern Colorado Power Company 
Wisconsin Public Service Corporation 
Wisconsin Valley Electric Company 


serving 1,637 cities.and towns of twenty states . . . combined 
population, 6,300,000... total customers 1,629,478 ... installed 
generating. capacity 1,531,203 kilowatts ... gross earnings 
in excess of $153,000,000 annually . .. properties operate 
under the direction of Byllesby Engineering and Management 
Corporation, the Company's ‘wholly- owned subsidiary. 














